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Smmt&JtiJfi iiWi nfi m 
Taausttlon iMiing sen iiiq)ortaoit iourc» of d^vslopisortt 
finance invitta att«ntim of acatl«mio •xei^olses to «x&min« 
as to wliat tact^t tax sti"act-ur» oi' tiia cLU-try hati l't«n 
helpftai la Eoblliaing suff4ol«nt maont oX rQsovatc^'d m^ 
wi:at potentialities i t provides for flnmclnf dev©lopm«r>t 
prcFrai'Si© in future rfid to what patent It la ccsnpatible to 
econcaaic policies l ike malntnlnlng economic stabi l i ty , 
redoclni^ @cc!ior.:lc iilsparitieSf restrslnlnr no^-fUnetlonal 
consusaptiCB «nd t^rovldlng- Incertti'^'ee for private savinf^ srfi 
Irtvestifiirtt. Koaifiontlm of v.ar^L s^ texes levied by tbe Hnloi^  
83 '^ell as Jtntes lin» be^ n a recurrinr feature, -jomn ehmg&M 
hHV& tnkm place In the lipht of reeoraianaa^ioiis of v»ri«»i» 
JtiL boo exT e^rt eomlttees end tbe othej^ en the bmsis of 
covemisent t^iinklng and policies adopted from tine to tiiee* 
Bat in spite of all these eff(»rts the present tax ayatem nay 
not be said to be satisfactory one* Mhile the present tax 
systea has shoim a sufficiently high degree of tax bac^moy 
(total increase in tax rwrenue as a result of ehenge in 
national product)^ the biiilt«-iji revenue elastioity of taxation 
(autoMatie increase ia tax revenue vfitheut n y discretion sry 
step) has been less than unity. Tbus the present tax systen 
i s net fully i ared to huve m eatcnetie Increase in f ovemeent 
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r«v«iu« « d th« fr«qu«nt discretionary steps Ilk* ohsnglng 
th* rat* of taxes and Increasing coverage etc . bec(»ae tin* 
aYoldabXe. This Is the basic def«!»et of Vidian tax syst«« 
and the objective of the present study la to find out those 
laonnaes vhlch are respmaible for low bullt- ln-elnsticity 
md to suggest nea/area which, i f laq^leias^ted, may result in 
a sound tax syBtes* 
^ e present study Xlmlts i t s e l f to the eva3.uatlon of 
tax systec froo the poist of view of rescuroe mobillaation 
for flnaaoiag the Five Ye^ Plans* iti l le the study of taxes 
levied Ijy the TJaica Oovomoent cay be said to be comprehenaive, 
the same i s not the ease uith the *itnte t?;xe3» ?^«eh it ate 
follows a differertt pattern of vflrious taxest therefore, a 
detailea ex/imination of a l l the ^tate taxes i s bayoiid the 
scope of the present vork« Due to this problem oily gsneral 
defects of some State taxes have been pointer out mA neasures 
are suggested to remove these defects. Iliare are sose other 
aspects of taxation whieh omnot be examined In details In 
the study l ike thist. the present study mxamirfa the strueture 
of various taxes wh^le exaeinatioa of proeeaurest laid down 
to eoXleet these taxes, is beyond i t s scope* Farther, eaeh 
tax provides soae exeoptions n d eoteeesional treatB«t etc. 
to serve sone non-revenue objectives of fiscal policy* A 
thorough exaaination of al l these provisions In the light of 
- I l l -
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X i r T R O D 0 C T X O I f 
Fitoal tlt«oriea daveX^*! vlth r«f«r«ic« to «aTme«4 
dcotomins do nott ftndraXXyt suit the requirements of tmder-
devoK^ad eountlreSf ^^ain^ due to peculiar eeonomie eoadi* 
tions pr«fvailiag In tiiese oountrlcB* Ttie el&saioel oecnomists 
folXoved the prinoipXe of * f iscal aeatrelit^r* and advocated 
to uliM the s ize of public sector end to reduce the fonctioas 
of govemcont to the lliniiaum possible extent in order to have 
a free pl&jr of market meohmism* 'Ihey advttoatdd a tax struc-
ture vhioh disturb«l the prioJng syst«Bi as l i t t l e as possible 
SnoludSar, the pricing of factors of produetiori* fii modem 
times classical ideas are irrelevant in case of advanced as 
ve i l as ttiderdeveloped countries as fiscal policy has to plajr 
inporttfit role 3a the fields of eoonontio grovth md eoonoBic 
stablisation fn these countries* 
The fiscal policies advocated bj Keynes and Lemer 
aret generally eoneemed with achieving 'short ran stability* 
la the eeonoay. Keynes regarded fiseaX policy "as a bal«ie« 
lag factor" vhich wmld "bring about m adjustment betweci 
1. A.H. li«ifm» f l lga l gOliUr rt,ttigfatgg ffTfflH (IMX), 
A l l« md tliirlat x«nd«ii« p* ix»« 
2 
th« pr<ip«Ei»lty to oor&su&« m^ lndue«dia«it to Imrost*** Ho 
•isaaXisod tho oporatlm of a fi&oaX policy In tho contoxt 
of m atatlo MOdol in vhieh skil l «id (javitity of labour« 
t«eliii(|aat dosroe of ccnpotition and tastas and hablta of 
eonBUffiars etc* vera assumi^  ccmstant and a certain rato of 
f70vt>h vas assumed* ^eordlng to hlm^ '*Tha ecortasy tends 
to fall balotf this rata of groirtli because lavestnents do not 
4 
equate ttiesiseliFea wltb the potential savings of the system"* 
^5?nes advocated Increase in effective demand md reduction 
In savings and these factors make liis policy irrelevant to 
eeonomio development in underdeveloped countries. Hn th9 vords 
of B* ifursket "Keine's General Theory has a bias against sav-
ing snd In favour of spendingt •••••• but one that i s pernici-
ous ^en transplmted to the conditions in vidch the under* 
5 
developed countries find thaioselves*** For achieving eocnomie 
developawtt In underdeveloped countries i t is necessary to 
use fiscal pdioy for restrslning propensity to ocnsume md 
thus raising propensity to save* Keynes advocated a rise In 
the level of Investnent la order to Increase national Incose 
md eaqployaent but this rise vas restrieted to a level vhieh 
util ises all the potential savings of ^ e eccnoaqr. ftitt la 
underdeveloped eeonoagr if the veluae of lavestaent is Halted 
a* iklA*! 9*ai7tl* 
4. jyUdl*f P* 840* 
6. B* ffurkset 
to ut^3n$B i t would t«id to utaj stalil* at a Iflfvol of mdor-
d«v«Xopa«nt oqulXHriOB as aaTinga oonatitata a eonpsrativaXy 
meh lotrar proportion of its neticnai ^ooiia* 3b t^a worda of 
Tripathif **the basio problan of such an aoanoiy is a prograss* 
iva risa In tba rata of InTastaent md along vith it tha laval 
6 
oi* Sfivinga has also to Im prograsaively ralsad.** Ttsis th© 
policies recoiSBiandad by Saynas vara basad on tha appliofitioa 
of bia *6«iaral Theory* to particular aat of eondltions* Tba 
oonditiona in aost of tha uadardairelopad eoiat trios differ 
viutly froia ^osa postulatad by Kaynea* 
Que variant of Kaynsiaa theory of fiscal policy la 
tha theory of *fmetiaiial rsnanoa* alabor^tad {^ A»P« Xiafaar* 
Juavner maintains that tha volui&a of es^loyamt d^anda on tha 
rata of spandiae* If t^ara is messploynont in tha aocnoaqr 
vduna of spendisig should inoraaaa* ifixseaslva apaiidiag 
rasttlts in inflation snd total apanding ahould raduea to 
aoabat tba problam* Bat tha maxim (^ functional finanea do 
not f i t Snto tha eritaria of fiaaal policy suitad to tha 
aaoQO«ie davalopsant of an mdardavalopad aecneay. fii tha 
worda of Tripathiy "Tha raqpirtBants of aecnoode growth da««id 
that fiaaal poliey haa to ba uaod for prograaiiTaly raialng 
tha lairal of JnTaatBMnta «9td aavSngs «id thna tha aritaria of 
«• &•«• tr ipath i , Pyh^ia fi^f\^m ^ OidagdafflttDad Caunti>laa. 
Tha World Praaa Primal 
?• A»P» Lafnar« Bgfliwfltt ttf %liiyiiltii Xtai, McGraw-Hill, 
1l«X*y pp« i7-M 
M 4 
fiscal poXloy^  in dKV«X<9lng •eonoiqr ar« dlff«r«kt from these 
8 
of ftmotlcnal fiaoieo*" fii tho tndordoYolopod econcnQr tho 
proTontion of inflation and daflatlon by regulating aggregate 
spending i s a subsidlnry problasi the main problem being that 
of eoonoiaio dynaiGics« md this reh ires a continuous increase 
2a iaVcistEsnt snd restrslnt on ocn::tai^ tiOR« 
The f iscal theories developed in the post-Kesynsiffi 
period introduoei an elemoit of dsmtaioism end these were 
coaeemaa with long term stable growth in the eomoay* fhe 
9 1S> 
frowth models developed bjr Harrod md Pomar gave a strategic 
iQ^ortmce to capital aocxumilQtiQn in the process of eocnoBiio 
growth* %eF ecphasised that investment has a dual character t 
on one hsnd Investuent creates incense and tm the otbert i t 
puffments the eootioay's productive eaptoitj by enlarging i t s 
capital stock* As Investnmt grows, out put also expends as 
a result of i t , and this expanding output must be associated 
with the exapnding aggregate denand as a result of larger 
investaents* According to Harrod*s nodel, i f e<|ailibritts 
is to be aaintained in m exp«iding eoonosgr at the level of 
ful l eB|)l03rMnt, the Mtual rate of growth wust correspond to 
the warrwtei rate of growth* The rate of growth required to 
8* B.1I* Tripathi, flB*ftl,l*f P* ^ * 
9* B*F* Harrod. T9¥gfai,|j.glttMlto IjgqflffliUti Hee n i l l m and Co., Ltd*, London, 18«B* 
IX). ,^ * BoMar* 'JMiTg fajtei Vsmm 9f IS9ffn9iU grWHy OxtoM 
tiiniversity Press, 
U* Mete of growth which i s *i«st sufficient* to insure the fu l l -
eapaeity use of a growing capital stock* 
•alataia full iimpl<jyH«it vltboat inflatlcn i t r«f«rr«d to «• 
12 
tli« r««alv«d rat« of growth liy a«A» Huftgranre* £!• astlgnod 
tho siMilar rol« to flse«l dyn«mlos in oeQioBiie growth of 
ftdvtneod oooiitrios* According to hJAi tho problos of fiscal 
djnat i^es la aooaooio growth Is "ono of soourSng a growing 
level or capacity Incoeie at stable prices.** Harrod*!}oeiar 
growth »Ou«la fiuisuma sa eocnosiQr at m advanoad stage of 
eeoaomio de^^opmsnt md with a high rate of capital aeeiaaila-
tion* ^ such am 9Qonoss^ if imeEiplQQrK^ snt develc^Si this i s 
due to defici^oy of effective demsid md this sl^aticii can 
be remedied by raising the rate of Investeeat esspeitditures In 
so .^oy tiraa* 5i underdeveloped countries the problem of 
insurinc the purchase of grrwlng ou^ut at stable prices i s 
not very is^ort«it beeruse there i s always a pressure of »mey 
demmd en the liaiited product lire capacity of the econcety* ^ 
the words of Trlpathi^ '*Xt i s not the deoand generating role 
of investnent which is 3jB|>ort«it in m tnderdevel&ped ecmo^y 
i t is its eapaoity generating role which should be doainaat 
emsideratlas in fiseal dynaaies for eeonaile deivelqi>n«it in 
14 
such m eeonosy.** thua fiaeal poliey has to play distinct 
roles In the process of eeoaoMie derdopaent in ease of 
aidvsneea md underdeveloped countries* Broadly spealdag 
14* lt«f • Tripathii an*^lt*y p* 47* 
4 6 
**vli«r««s til* Biftiiiit«ianeo of utiibility will hm ftsaignvd tlui 
t%imt priority Sa en v&vme^A ooonoBjr l.ik« tlw t^it«d &tat«a| 
oi^ital aeeuBoXatioa vould liaTo to bo «ssl|7ie4 first priori^ 
16 
SB m mdordoirolopod oocnac^jliko ladia*** 
^m tickings dovalopea to assign a rolo of fisoai 
poliOF ^ tmdorSav^c^ed ootm trios hs7« polntod oat tho 
protJleas ia th® process of ci^itel forettlca la tlieae oountries* 
& a deirelc^®! ©ccaomyj hlfh average ticceo alssoat «at<aaaticft— 
2Jiy gonsratis a iarg® fios? of lmsii®aa mA perecaal savings* 
"Fiscal policy for investBfflst therefor© emcints largely to 
miatoisinr tli® intsrforcno© of taxatioa with tiJ© toeeotivos 
to cbsorb tlaes© sewings la productiv© i?^vestn«ts»«.«» Tax 
polioy saoks to reduoa or offaat tlia fluottiatiais la tlia 
1@ 
voltMe of oa|)ital forii^ atiQEi*** Ih tJitsa ocontries th© probXa® 
is not to fififi tlia aacaaaary savingSf but rather to rigulata 
tha rate of lavastwmt to insura eoaditions of stabla grontli. 
m% la tmdsrdavalopad eountrias capital aeoumaatim i s not 
so aasy* ^t takas plaoa ia tvo stag as t scrings md InvastSag* 
tha voluaa of Sj^ vastsiaat i s datamlaod by ospaftity to savat 
tha prop«>tsity to aava «id tha prapsnsity to In vast} aid 
16. a«j« chaiiishf {toili Pfttoy tan„iB<ltyiffilwti gwiitr^mt 
Oaorga iOlsn fftd Unvia (fiidia) Prlvata Ltd., Sacmd 
aditiofif 1969| p. 80* 
Ifi. lAltar w. Hallsr« Fisaal Poliayy f^ mdardaval^ad 
aonatrias, |tt^3.ishad }i 'atl^^lflti « j T t i | U « | J i gtTfig|tei Coimtiraa.l8S4> Mltad by i* Hid Md Olivar dl^tavi, p*4« 
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aayltaX foriB«tleii Is iiq>«d«d at both th« atagM* Th« low 
airaraga Inooso eaasaa tiia areraga e^aeity to aava to ba 
aoalX Ad i t la fwthar bSaaarad by tba 'daBmatratim affaet** 
Propanslty to Snir@at In priority flalda la Xov and la hardly 
Int'luanead In a poaltlva dlraetlon. **Prlvata «lav^ga aro 
eith 7 retainad In Idad or thay assnna a rlak avoldSaf 
oharaoter (cravings hmk baXmeaat l l fa tnstiranea •et»}f 
Invastnarita in for8%i eurraaclaay gold mA ot^er praeloas 
isetaXa Xsnd and hoix^ as •>• all of \iitileh nrm emslderod to 
have a 8tea<%sr value •»« have great attraetlon »*••* these 
forma of Saveatm^it oftea reatalt froa lack of confidence la 
17 
the county's ova eurroiey, due to chrmlo Inflatlm"* 
Due to these llnltatlona la underdereloped countries 
fiscal policy has to play iaportaat role la the proees^ of 
capital fommtiaa* la the -«!ord8 of Ifurkaef ^thla aubjeet 
(ewltal foxmatica) l ies at the very emtve of the problea 
18 
of developsteat la eeoaoileally baekirafd ooontrlea*" Flacal 
polley la aaslgned the evitral task of vrestlag f^ cei the 
pitifully low output of ti^ese eoiaitries suffleient savings 
to flamee eeonoale developMnt pregraBmes md to set the 
s t^e for «ore vigorous private Investaent aetlvity. Thua 
fm Philinst fnblia yiwaaaa mi 
The Haguot lM7t pp« as-2t« 
IB* R* fuvkaet fift«SiJI*f P* 1* 
tli«r« are %hr— oporatienal fiolds of fitoaX poliejr Sn th«s« 
X9 
eountrits* Th« first cmetvns th« finmetsg of soelaX over* 
Iwail Siiv«9tm«iit i^^ ti^  ia»iit b* ti»<ler%alsiii dir«etl7 l»y %li* 
eovertim@nt« Tbm secoeid deals with m iatermedi«ite ecu* in 
which tkm actual Snvest&iffit projects are in private hm^9 but 
*^ he fmds are &ade available through forernfitent finance* ttk9 
^lird deals with the neeesear^r taoentivee to private invest* 
stents as they are Influenced by taxation end other fiscal 
measures ft In all the t^ree oatefories ^govemcCTt effort i s 
directed toirard c^ asdmisSag savlngsy mobilising thes for pro-
ductive Investoeatf md oanalisliig them so as to serve the 
80 
purposes of a balanced develqptnoit progrssimeft** Outlliiiag the 
aaln objectives of fiscal policy in underdeveloped country 
Van Philips ree^ arked^  *'4part fToa foreign aid, the objective 
iM directed at changing total national expenditure Jn aueh a 
vay that (1} the volune of real funds available for investment 
is enlarged Ad (2) their aost productive utilisation i t 
assured* Ja other wordst«the marginal springs md lavestiient 
quotas for the eonmrnity as a whole aad social produetivity 
81 
of investmants should be augnented*** The eeneept of Savestaent 
is talnn In a broad sense by hi»« Basides tovestiMnts la 
Material eapital la the narrower sense i t also eabodies Invest-
aent la projects for publio hsalth, seheeliagf train lag nd 
10» UftWft Heller« fift«Sil«f 9* *• 
81. PftAvMft Yea Philips» WBL^SJl^* P* ^* 
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fumgrth «tQ* For ineremting saTlags «id iav^Btnent in th« 
•eonoBjr i t is iite«8s«ry to liaTo so»s restraint over Qonsuaption* 
la his mm VGe)^A»t "To Sner#MO th« rutv of progr«is a aoTt 
diroot approaoh is reqair«d# ^ o r.its of Inersass of oonsui^ 
tion mm% \m i is itsd la tmmr of ths rats of inoraasa of 
savings at t^a me sida end tlia at.diticmal savings mat ba 
trenefors^ la to ppoduotiva invastiisfits on tba other*** vfotsi 
as 
H* Mlaff also asaignad tha tim9 rda of fiaoaX policy la 
tmdardairaXppad eooatvias* He distinguishes three major ftnotions 
wbioh the f isoal system has to foXi'iX la m underdeveloped 
country* iX) to transfer ftsids ( o&d thereby real resources) 
of tha prefer magnitude to the government* particularly to 
finance iovemaient expenditarea for eeoaosic deralopmaat, (8) 
to laflueaoe the sige and direotioa of priiate Inveateient ex-
penditunKif md (3) to tr«n*fer savings from the private to 
government sector «id vlee»versa to assure their most product* 
ive utilisati€a« idler alao points out the Importance of 
restralalag Increase la consumpticn la order to release more 
resourees for savings mid Investment taut he further elahorates 
that eonsuaptiaat ahould, at no timet fal l belev the Initial 
lavelf only iaerease la eansuq}tiai v iU have to be restrained, 
fii the vorda of PhllipSt "Hsnee during tha eourse of develop* 
m«it preaess tha marginal eonsu^ttioa q^ iiota v l l l have to 
S8« lUA*f P* i ^ * 
ta . Jete a . Mler ' 
published la Prmeh Jeom 
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1M 7«strftla«d« & thtt voxds of Philips, "B«ne« durint tli« 
«oura« of d«v«loiim«Rt proooss tho isavgiiiftl eonstuq^tlos quota 
vilX bgvo to dMliao aUoidiig ^ o mariiiitl iavlng quota *-
84 
and tha marginal laveatmant quota •« to risa*** 
fhusf vh&t may be ocnolodad from tha forafotng aia-
eusaion is that for aoQatnalQ davelopmiot Sa vtndardevolopad 
eountriaa Snoreaalag proportion of national Sneoaa slioald 
ba davotad for asvlsga md Invoatmants* This taak may ba 
perfomad by public seotort by privata saotor md by eo» 
aperatloa of both tba saotors* ^ thasa eountriaa private 
saotor alma onnot aehieva tha dasirad objeotivaa* 1^9V 
ara investctant projaeta tfhloh ara not attraetlTO to privata 
iavoatmant yet prcMsise large aooial gaina* The tmidllllngnesa 
of private Snvestora to offer their reaourees la spite of 
large social gaina May be baaed on any one of the aeveral 
grcmda* (1) detam frot 5nveat&ant may be too renotet too 
alov to »aterialiae» to attract private Investors, (g) The 
aaount of Invettnent involved in the project In queatioa may 
be too large to be handled by prifate invaatora. Sxaqple of 
theae aategoriea are paver projectat irrigation achemea and 
heavy iaduatriea ete« (3) There mv be a aharp divergence 
ih* Vfli pfaiiipai fluaJbl*! p* M« 
Hf Walter W* Heller, M*fl4i*» PP* A*?* 
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b«ttf««i th« op9ortualt]r for private gain «id soeial gain, 
liduaatiixit haaXthf «d amitaticxi naaturat elaarly tail ia 
tliia oatagery* daoh ki^mttKimit 2a foxsaticii of tamm a^^ital 
may pay rieh aoonoeiio md. social diTidands» yat provlda no 
ppportunity for privata InTaatora to axaet charges eomaanaa* 
rata vitii tha bmoTits or tlia costs* Davalopaant of transports 
soil isprovesent end rivar davalopmnt ara tha aacaiapXas of 
physical invastsisnt «&ich also fall la this eatagozy* Daa to 
thasa limitatioas sost of tha private antraprmaurs la these 
eoimtries are attracted by« vhat may he termed as *saro*stisi 
inYestment such as en l«id, hulldSngs md apeoulatiTe ooti* 
vities etc* JUith the restilt that priority iRve8tme*3ts are 
starved of ospital* lb the words of Chelliahf "l^ile It is 
true thatf in some underdeveloped com tries like Ihdiat 
entarprislag capitalists ara shoving m laoraa»ing interest 
In asnofaoturlag • the fact remains that a good daal of 
invastnent is directea into ralativaly mproductive ehrmels*" 
In these eireimstinaas puhlie sector has to plsy a 
deMRatiag role te achieve the req;aired level of savings 
m€. investMat. Oovenmeat has to provide * soeial ovefheeA 
capital* heth as a direct instraaeat of econonic develepMnt 
md as a prereqiuiiite to increased participaticn of private 
capital In develepaeat process* The social ovei^eai iavestaint U^ 
as* B*J* Chellishf Aft*Alti«t P* ^* 
12 
gov«ra««it makM two «8j«ntial eeiltritoatlGRS to ooonoBle 
27 
dovdlopBtnt* Firati Xargo seal* ln r^oTemerits ia li«filth« 
•dueatiofit end trftlnlng oxpmd produetiYt oapatoitir \iif 
Inore^sSng effloittioy of tb« vorkora. ii«cond| Increased 
•ffieioney of workers cosbinod with Invostmmt in hl|;b wayst 
pover projects md irrlgatloa etc* provide the 'external 
eoQQomles* needed to maJm private sector sore attractive* 
Larger investiiMita in pabXic sector calls fortb 
diveraioA of resoirees from private sector to ptzblio sector* 
desoiiroes are mobilised from private sector and these are 
spent for liicreasinf; t ^ voiuae of aore productive Investment 
In public sector. Curing ths first phase of developaient the 
net effect of diveifsiOB of resources is saioh fruitfuli as 
OR this level} marginal benefit In public sector is quite 
high and tlie marginal sacrifice as a result of additional 
resources fflobilisation fros provate sector is loWf as in the 
beg Inn In r only veil to do class is required to wtdergo the 
sacriflee* This diversion of resources i s a continuous 
proeess rather than cne time affair as eccnoaie develepnent 
itself opens nev vistas for publie sector investaent* 
though publie seetor plays a dcedliating role In the 
progranoe of eooaoBie development yet contributioa of private 
sector Invtstment In priority fields nay not be neglected* 
flnr* lf*M* Helleri 9a*A^*« 9* ''* 
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PuUie sac tor prwrlAtt *«act«ni8l MOROBiM* and pvivat« 
««etor should util iso th«B tqr Mipanslm of Invafttiamt in tho 
fiold assicnod to i t bjr tlio govenmmt* Mhtt is natd«a is to 
rsgul&to privats Invastsant la a vay that socially assantiaX 
md prodtiotiva i!i¥astaiat is aneouragea mA mprodaotiva and 
irtassantial inYastsiaitt vfm thotagh profitabla from tha point 
of iriav of privata ^iterpraneurs, is diseouragad* Flsoal 
poiiejr in the shape of fisoaX ooneassioas such as investment 
and depr#eiatic»i aXlowonees» tax holidajft davelopmant rebatot 
liberal tm rates for desirable type of produotion and eub-
sidies eto* oan play important role in regulating private 
investm^it* Thus for flnanaing inoreasing sise of public 
sector investnant, resources should be fi»>bili8ed fr<»B ncn« 
essantial eonsua t^iCR and from that type of investment vhioh 
has been accorded lov priority in the prograsoae of economic 
developBMnt* 
Bee idea aogaentiag the qaantua of a«vings md invest^ 
Mnts fiscal policy has to play soae other roles in the pro* 
graoMe of eeoicmia develepMMit* The preaeaa of develop»«it 
aceeHpflkied by a large aMMnt of iaveataaat tends to be, in* 
her«itly| inflationary becauae i t tenda te generate additicnal 
effective deamd in the eoonc^r ifitheut «i iau&ediate nd 
ecrrespondiiig increase in the outpttt of ecnattsytioa gooda. 
14 
TlMr«fore« ths awtliods «dopt*d ^ tlM goftBrnrnt £of flame-
lag i t s <l«v«lopM«it plans oast €ciftur« that ttoblUsmticn of 
aiAsquats voXuss of rosoiuraos is eoapatlbX* vlth tho malato-
nmo9 of a raasmabia laaasura of acononie stability* Fiscal 
policy cm play is^tortisit pola la oountaraotlag laflatioaery 
tmdaneios and la irtflaanoing the struotura of X'alativa 
prieas la tha ^itoiraat of aomomie davalopmaat* ^ a prograas* 
iva tajc atruotura la m offaotiva fiaoal statdlisar aa i t has 
a trailt*l& flaxibility* ttma^ i f a tax struottira has to vork 
as aa affeotiva stabilisart tlia i&ergiaal rata of taxation 
should ba very Mgb* ait a highly prograssiva diraot tax 
polloy may advaraaly al'faot savings lavastmsnt and output* 
Tbareforat **tax policy saiat ba iudieiooaay plsanad and i t 
shoold disorj^dnata la fafoor of assantial production and 
conaufliptioa «id sgalnat sapaeulatiTa Invastmeat md noa-
28 
faaeticnal eonauiq t^iaa*** 3ii undardavalppad eooatrias lika 
lAdiat diraet taxatiea eovara a vary aioall sagmwit of tha 
populatiOBf tharaforai prograsaiva rataa of oosaiodity taxa-
tion wortc aa battar aeonc«ie atabilisar. 
A aara laaraasa la par aaai^ M laaoaa doaa aot 
naaasaarily laad to m laaraasa la walfara of aU aaotions of 
^ a paopla aalass m a({aitabla dlstribatiaa of tha rislag 
m* A«W« Trlpathif fl;L*JJLi*f 9* * ^ 
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nationaL produot is assured* As •oonoaie dsTelopamt tikss 
plao« Xargar part of Ineom* aoourss to thos« persons vho onei 
mems of produotica* IhfiD&s Is redlstrlbutsd la f&Tour of 
rloh persons I hence a redistribution of income la fairour of 
poor persons i s required* 
Say f iscal prograjmte vhioli lavoXves improvement in 
the quality of mm pover l ike eduoatioai traiaiagt health, 
housing smitation md subsidies (m food and clothes etc* 
generally bsnefits poor classes. To the extent that tax 
f^enoes this process of human capital formation a t the 
esq^snse of lavish ocnsumption and speculation etc . i t results 
in redistributicQ of income ia favour of poor perscas* 
Generally i t i s argued that redlstributica of income in 
favour of poor persons may adversely affect savings and 
investment by enterpreaeur class* But high incomes ia under* 
developed countries may« eoaparatively speaking« be derived 
tram such sources and devoted to such uses that the d is -
incentive effects are less damaging thm in developed com tr-
ies* In the vords of Hellers "Where land rents and interest 
charges are a dominant or very important souree of large 
incomes and vhere luxury spendingy sepeulaticn and hoarding 
dominate the use of such funds, the d«tg«r of diseouraging 
private eontribution to eccnomie development by redistribu-
tive fiseal measures i s considerably lessened*« A redistrlbu 
tive tax policy vhieh is also eoi^atiable with eecaonie grov 
at* Valter H* Heller, op*elt*. p* 88* 
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WiX»% ba oTfttotlvely gttar«d to th« stiff taxation of non-
mXT9pvmtmriaX Jncoaea and nca*funetlanal ocnatUQ)tloii 
pTGViASag at t ^ sana tima suiTioiant dlffararttlala In 
revard to a vlsk taking aotlvitioa of a sooiaJUy usofol 
eharaotes? 
fittLBf a fiseaS. policy aost approplrate for mdar** 
dmrnloped eountrios ohoald flnsuro largor ratio of national 
Sncone to ssvlneaf those Bavir«gs should be uaed by public 
end prlvr-t© sectors for Spveatcant aoeordSng to tli« priori* 
ties l&ld doim by tho govemQantf In tbe prooeoa a reasonable 
degree of economie stability shonld be maintained and rati is* 
tribution of income m& weellSi shoald ta^e plr.ce ^eordteg to 
the social objectives of econonle derelopmant* 
ti«vlngs» being the aain detersdnffiit of eoonoisio 
groirth« raises a (^ oiestlon how naeb a coon try should sa;ve In 
order to aebieve rapid eeonomie development* This i s a 
tieklisb questica as retmireainta of scrings differ, fron 
country to oountry md froai time to tine* 3b spite of this 
probleB scaM rough estlMates have been made about the sarlngs 
reqcBlreaont in underdeveloped countries* Atoording to Heir and 
ao 
Baldwin, *Vi^ a rise of 1 per eent In popalation, a eot-Aunity 
30. 0«N. Heir and R*S* BaldvIn, |aon gale pevelqament. Asia 
Publishing Bouse, Bonbay, 1068, p* 338* 
1? 
sbool^ l 8a[ve 4 p«r o«it of i ts natlonaX IneoRe cnnuallT to 
malntmia Its p«r oi^lts inoome on the Basie 10V«1.** Jlseovd* 
Sag to this •stlAat« i f poptLLation of m coon try JU rising 
at the rate of 2*6 per oent annuaH^t the cotifitry shoold 
savet at lems t 10 per cent of i t s national Inoose for main* 
tainJag the level of per capita Inoone* 3h LatJds ^erioats 
eomtries i t was o'«(irvea that (aasiaainc the productivity of 
capital rasaSnizsL the BQ^Q) " to obtain 1 per cant Increase 
in e Sncoiae Ql)Out 8.3 per cent of national incoiae isust be 
devoted to capital foxmatioa." & IQSO ColJa Claris nade sciae 
ealculctionu of c o i t a l naeds of China* India sad PaMatan* 
According to his calculations India md PaMatm needed 
Savings at the rate of 12«& per c^t of national income la 
order to absorb the iaoj^ eaaSag laboar force and maintain the 
32 
past rate of Increase la produotiirity. 
ait all these estimates are not relevsnt to In dim 
eeonoBy of present days due to various reasons* Ihese esti^ > 
Slates eaphasise malataialng per ea|)ita iaoOKe or *past rate 
of Inerea&e ia preduetivity vhile the main objective of eco» 
momlM develepasnt te fiidia is a eontiaucus increase ia per 
capita ineone as veil as productivity* ForhteTf these esti« 
vates %fhieh vete asAe la early 1080 *s assuaed a typiesl type 
31. P*M*A. V«i PhUips» aft*lil*t 9* «3* 
St* QBeteA by R*J* Challiahf ft*ii|*t P» 40* 
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of iiiid«fdiff«Xop«ti eeoiiOMar d«p«!idSag vpm primarj produott 
and hsviag ao IndustrlallsAtloii* & present tla«t Sadla has 
aelii«ved a eontldarftbly hifh d9gr— of toflttleatloa la tim 
field of SsdastrloSf moans of trtftportatloa «id e(»BBUnieatloR 
ate* vhleh has opwiod now vistas of lavastuifftt* At prossat 
India Saves about X7*Id por oent of national product md tho 
prograsimes of oeoac^ Bio doveXopaent inoludod to tha Sixth Plm 
aim at inoraasing this lavei of domostio savings to 23.4 per 
o«:it by I^a^a . 
Thoogh a major part of development expaaditare i s 
fin mead by domes tio savings yet developing coon tries can 
not do without foreipi assistmee partiouleirly in tt&e initial 
stages of eeonomie development* Sxtemal assistmee serves 
to £\netiGns siwiltmeoosly •* due to availability of foreiga 
exehange the problem of adverse balanee of payment is solvedf 
foreign assistmee supplesBsnts the invettible resourees ia 
the eoantry* ITot cnly the developing oountries of present 
time but also developed eoaatries took reeoueae of foreiga 
assistanee la tlieir early stages of ecenemie developm«it» la 
the words of Prof* tenrisi •* ffearly every developed State has ^^ ^^  
39. Qeveina«it of fiidla* Plmialag Ceaaisslca Pyiftl Ftyt iHT 
Plia> ISTS-tai p* M* 
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til* assist moo of foralgn tiamom to supplontiit i t s mm 
stoagro •£?Ings daring tho oarly atagm of its aanr«lops«Dt«** 
fii stipport of Ills vlava bo oitod tha axai&plas of U«£», U«S*A* 
eto* how tlieso comtriaa borrovad froB othar oovntrlas to 
flnmea l^air aarly aafaXopstant* 
la ^ i t e of JjB o^rtant FOIO playad tgr foraign 
a^sistmee la finanolitg aeoaooio daveXopcmt of a% isidar* 
d«vti.opaa Qoantffy i t is not frae froia politiceX ii^Iioatioaa 
and ftaeiioiaX Inardei invoXvad la it* If assistmca eoaaa In 
t^a form of aid (fior}*i»efi3T)debl9} eme^ aLXy i t ettaohea &<mm 
political oonditions Vhioh «ay not b« aco^tebl© to a fraa 
sfsd noi^tllfned coffi^ try like &idiR. fbls feet wa» olaarly 
atatad by t>ia Pls»«inlng CoaRlsaloii In tba words, '*)£3ctemal 
maslfitmea is »Qeaptabla only if i t earrlad witb It no oarsdi* 
tien axQlielt or l»plioity whiah might affaot tfvmi ranotdy 
th. , « « t , r . . .bUltr t» t ^ - l « * ^ « * « t I t e . «« l a t « . 
national affairs*** Ihia araataa as alanant of meartainty In 
axtamal assistanaa* Daring 1080*a India raeaivad larga aiaotint 
of aid froii ;i«3«A« bat latar on, daa to Indapandant polieias 
ad^tad hy ^^dia In soma Intamational iasuas Ilka Tiattaait 
Diage Oarala and traaty witli U«JI«S*A*, tbara was ouah daallna 
In tha foraiutt asaistmoa fra« U»d«A* 
34. V.A* Lawia, tft* I^Wf i f i t H l t f .JTWlhi Ooorga AUan 
and Uftvla Ltd*, Loioont 1916, f* ^* 
a *^ f i f f t f4Yt ItiT fkPf p* M. 
20 
If for«igB «t«l«tme« oon^t la th« torm of lo«ii It 
in^olVM mnual out«fIoi# of forolgn •xshtfsso la tho fom of 
SatorMtff end ropasntfat of lomt shifts tho bordoa of dovo* 
lopB«at flameo fron prossat to fatoro* 2h ^ o vords of IBBD 
*^ JiQe« tho sorvlolag of s foroiga loms i s a fixsd smuaX 
biardsn «i tho balaaoo of p«ym«tta« oaceossiTO borroiriag may 
b« a sorioio liandioap to m uadardcvalopod eoontryt aspoeially 
36 
if cotntr^*a oxtamal mar^ta aro mstablt.** 
Daa to tbaaa oocaoaie md politioal problans i t i s 
daaimblo to ftnmoa daiveiopmant progromot ^ ^ * lafiast 
possibia oztffiti tbrotigb domestio amisiB aad to raduoo prog* 
7«isiv«ly md alialaato ultlaatoly tha dapandaaea upai foreign 
aasistanoa* ^ a Isportanea of salf-raXianoa had baan Miphasit* 
ad in tha diffarant fiTa*Xaar Plms ia 2adia» Qia poliey dor* 
iag tha fmxttkk Plan vaa of **vaduaiag foraign aid to half of 
tha eorrant laval by tho «id of tha Fourth Pl«i «id to «liai« 
aata i t altogathar as apaadily as potaibia tharaaftar*•*••••• 
Tha astaal prograsa daring tha fourth PIMI pariod had baaa Sa 
llaa with antiaipatioa*" Iha Fifth Pl«i also aaphasiaad tha 
mmm poliay of ganaratlag hlghar Xaval of deaaatia scriags to 
aorroapand to tha ra^lrad laval of lavaataant* Apart fras 
as. O.W.I 
17. Qmmnmmt of Sidiat PXtfialag Caaaiaaiaa, nrmtt Fifth 
lXm» (i«74.7«}, p. 3. 
**• JDll4*i F* iA* 
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politioal eoftsidvratlais d^pwoAmiem upon for«ifii loms i s 
tHseoaSas diff ieiat In TlfW of lilgh d«bt ••vviolag ohaygM 
whl«h Saer«a8«a fvon Rt*316 erortt Sa I9Q7-68 to Bs« 881 
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ororofl la I877»78« Dobt sopvioo paymmts syphonod off as 
maoh as 68 per o«it of gross aid rtealpts during 1977*78» 
dgaia aaq r^essed as a par eeataga of axports thaaa paym«its 
40 
stood higliar at ld*3 per ecnt*** Considerlae all thasa p d l -
tioal and financial Is^Xloaticnd tlite Plasmlng CosnissiOEi 
Qonoludady "Hlghar lavals of aid do not aoaia to be altdier 
faasilile or desirable •••• tba net Inflow of external 
resouroes t/ould be less then 6 per cent of tbe (Sixth) Plea 
41 
out lay*** Caring the dixth Plsnt in aoeordanoe vith the 
long term objeetlire of finmoial self*rellfeiGef "the ratio 
of net foreign aid to totel Inves^Bent vould be only about 
42 
4 pmr e«it as eonpared with 9 per eent In the Fifth Pl«i«** 
As far the tpiestim of donestie savings is ooneemed 
ther<? are three aala seurees of saringst savings by private 
individuals (house*hold savings) ^  saving by corporation md 
publie savings (surpluses In publie seetor)* Ikk advanced 
eountriea like U«a»A» md U«K« ete. the role of personal 
1877-78t vol* 1| p* 8S4* 
40* l||Jdi*t P* aS8. 
48* iUA*t P* 88« 
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saTlngs 9» ft sottre« of flamo* for d«Tolop««it i s not at 
li^ortoat «t la md«rd«Yol<^«d eoantetw •« la oaso of 
fermtt th« eorpoTAto sector has suffleioat MROunt of rosoureos 
to bo ploagbod bttok for Investavit* % imdordovolopod eomt* 
rios private oorporato sector does oot hs?o suffioisnt ffnooat 
of savlagd neoossasy for Snvestmoit* Hsrteo greater reXimoo 
on t!]w hc i^se hold sector la neoessary* ^ India priTate sar* 
inga aBcooat for nearly 70 per eent of total doi^estle saf ings. 
Tliese savings are aDotmolated in the form of *flneaeial 
assets* X1IK0 ourreeioy deposits la ooBftercial bankSf l i f e 
ln8ara!%oe prealat provident fmdsy ootopulsory depositst shares 
aad deb^tares of eozporate and oo*operative sectors md 
goveznmeat securities eto* Partly household savings are la 
the form of * physical assets* «•<- Bavlags vhleh are Invested 
la sgriciiXturet cms tract ion» business and Inventories etc* 
Though household savings eorttribute a large part la 
total savings of the country yet Increasing their ratio la 
the totel dOMestie savings of the country is difficult due 
to soew lisitatioBS this type of sarings carry* Due to wide-
spread poverty a larger part of these savings eoaes frea a 
eaall seetica of pvptaatica. For laereasiag these savings 
fiscal policy plays iapertvit role by aahlag eensuapticn OR 
the aargia less attractive thaa savings* &;q»«isica of lasti* 
ttttieaal arrangesMat far aObilislag rural savings —a source 
so far not properly tifpedi is also aeeessery* flat the i^paet 
^^ 
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of th«a« •ffortft en Vsm total aavingt of th« ooontry Is not 
slgnlflcmt in irleir of oo^paratlvaly saaXlor laooa* aoeru«d 
!)j mass ptypulatlca « d high propansity to eonstuMi. Due to 
ttes% liBtltatloas housahoM savings la India aP« ozpaetad to 
be stagnant GB tha laval of 14 per oent of Girp in 18B2»8d as 
oooparod to 1877«>78 (fablo 1*1) 
i^stisatai Par* Par eant 
aeotor aavinga oantage Shara in 
Ma.ororaa to GSP total savinga 
ViUrJM JLO?%^ ;^ >OTr?,^ , 10^1^^^ ]yff77-7i m^M 
I* Publio aaotor 3368 7888 4*1 7.4 80.9^ 31*6, 
(a)CN3V83Rfiisgnt 
Msinlatra 
UOR X966 
(b)PiibXie 
SntavprlMS 1396 
8* PrlTata Corpo-
rata Saator 1383 
4714 
3174 
8I1S 
8 .4 
1.7 
X.7 
4*4 
3*0 
8.0 
18*8 
8«7 
8 , 6 ^ 
13.8 
12.7 
8 .6 
3* Honaakkoild 
^aator 11348 14888 14.0 14.0 70*8 88. 8 ^ 
y . , 
fatal UtlOS 84«831 18*8 &3«4 lOO.O 100»00^  ^ 
aouraat 8ov«ntMAt of^dla« PlfmiBi CaMlaaian Brtft fJYt Yf^ Plat 1878->88t p* §Mm 
nia ahara of hoaaahold aavlags ia tba tottl aavinga of 
tba aountrjr la aspaatad to daellna fron 70*8 par anant ia 1977-
78 to 89.8 par a « t la 1988-88. 
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Friv«it« eorportt« •avings r«pr«i«nt the plcmghSng 
baek of th* fmds that would othanrita hava gen a into tha 
hmds of tha aharaholdavs. this forn of BttrinfM say ba an-
eonragtd through diffarantial taxation of diatritMtad teoA 
unaistrihatad profits* & Jhdia privata eorporata aaetor la 
fat a sodast porportioo of tha total privata aeotor* %ihat* 
aver this saotor savas a Xargar part of i t goas for dapraeifr^  
tion* Over ^a dist^ Plan period corporate savings are 
aacpeetad to grov ^Svosk 1*7 par oaQt*of (SIP (including dfpra* 
oiatloQ provisions) to 8*0 per oant« 4l»out 36 par e«it of 
this savings would accrue as retained profits and the balanee 
43 
65 per eent aa dapreoiatiOEi provisioa* the problem of chAn-
elisiag corporate savings into appropriate areas of invest* 
aiant invites the attentioa of the govemitant* Produetion of 
espital and interi&ediate goods is to he encouraged vhile the 
produetioa of naa-essantial eonsu^fttim gooda is to he die* 
eouraged* 
fhoogh the oontrihution of puhlie savinrs is not very 
large in the total doneatie savings of the country yet they 
play a aajor role la the fiaanee of po^ie aaetor Inveateeats. 
A large part of public savinga la received fron the revalue 
budget of the Central «id ifttate GevemMnta mA their depart-
nental undertakings* Publie aavinga are preferred to private 
43. grgfi mt itir nm* i«Ti.^, p* M* 
^•ii)ADb'. 
2d 
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springs oa so mmf grofondt*" If th« divers Ion of rosoaroos 
trem pvlvato disposable inooas to pubXio savings U at tha 
•xpsnsa of tha battar-off strata of aoeiety «id i f tha eorbs 
en pubXio cQEiHisirptions ara tsainXy airaetaa to itaias tliat 
contribtita i i t t l a to tha valfara of nia^saa pubUo savings 
can ba atost is^orta^t davioe to l i f t tha aoonoii^ to a higher 
rata of sgrfogs. Public savings through progressiva tastes 
eheelE tha conoa^itration of Inooisa aad vealth Sa a fev hands 
sfjd arot tha3| Sn accordance of the pdioir of •frowth with 
social jt^tioe* • I^r^eri public sav^igs Evolve aiaialtfliie* 
cos gensratioa md cobllicatioa of Jnvetible funds md omal^ 
iaatiOQ of S£7lngs into higher priority invastsiKit pres^its 
no addition el problem*" 
For finaneing tha dixth Plm g r e a t s re l i s ice has 
bean put on public sector savings. The agfregate satring of 
the public aeetor eoa^rlslag Oovemaient adatiniatratim 
laolttdiag departmental eaterpriaes« antononoaa publie 
entarprises and publie financial Institutions are eatiaiatad 
to rise from Aa. 3368 erorea In 1977»78 to Rs« 7888 erorea 
la 1862*83 i*a* frcBi 4.1 to 7.4 per eant of OiP over the 
five year period 1978-83* The khare of public aeetor in 
aggregate doncstie saving irould thus have to inprova frcsi 
48 
about 21 per cent at preaent to abeut 38 per eent In 198S-83V 
44. BTifl f t f t t r t « f vo^* «^ 9* ^ * 
4ft* ftrrfl ¥il% l i i f Pa^at 1978^3, p. 64. 
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A part of puHlio s«Tingt eom« froa cutononoat puttXle 
«ittrprl««» in th» fom of r«taliittd profit «id daprMlatlon* 
illne« th« SnoaptlcB of aeoaoMlo pXannSag la %idla tharo has 
baan a Xarga ineraasa in tha isvastsant ia tha publle saetor 
undartafeiaga. lovav^ tha aurpluaaa from thasa mdartftkinga 
is relatively small c<»!ipared to larga voluBia of assets put 
in ttimsi* tha main factor responsibla for i t i s ^at a larga 
part of publio aedtor invasiont is tn SnfrastruGtara faei* 
l i t lea like rall%ra3ras post offices, pc^ts, irrifatloa, poirar 
m^ trmsportatiCR ate* vhieh are not meant to yield high 
returns* i^art from this faotor» lov efficiency of public 
seetor undertakings has been another factor respmsible for 
low iiurplusea* In the words of Plseming Uamsissica ** Over a 
ecnsicierable part of public corporate seotori the needed 
level of efficiency in the constraoticn «id q>eration of 
enterprises has not yet been attained* Over eapitaliaaticn 
delayay poor malatananfe* under^tttilisatiCQ of eapaeity md 
high cost are eomoa axperienees*" firing the aixth Fl«i 
the savings of these mterprises are projected to iaerease 
from 1*7 per eent of m? in 1B77*78 to 3 per cent of (MP ia 
4(7 
1988»fl3*** Thus due to stagnation in hoaaehold aavinga and 
small oentribution made by corporate seetor (publie aa well 
^* ftrtft f t m FTmt lfl74.7i, vol. I, p. 47. 
47. arggt nr§ lur Pl«t iflTs^a, p. es. 
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prlf&t«} l«rg«r saviaga •?« to b« BOblllsed fr<» Oovtmawit 
Q^Udal^ trntioti t^ioh laoludM surpXusts froa Ceritrt and 
ats.t«8 budgets* Tax ttraetures of t2i« C«ntr« and tho Stattt 
c!r« tbo mala tools for Ptsouree mobiXisatiQn for financing 
public seotor outlaiyt. 
lb flnmolng publio saetor Investmant ii^ ortc^noe of 
bOFTOnlngy s&all savings and surplus from public under things 
etc* eonnot b« d@iied| but taxation i s super lor to tbese 
sources of developisQat fin moo* Heavy relimee en borroving 
Involves a recurring borden upon the govemsant In the form 
of Interest mA final burdm at the time of debt redes^tlon* 
Further^ only rich persons provide loms to Government ( in 
ease of non-lnstitaticnal borroving) md large payment to 
then in the fom of Interest results In redistribution of 
IneoiBe in favoar of rich persons md i t goes against the 
policy of social Justice* For financing developnant and ncn* 
developMent eacpenditurei govemnent nay not rely too nach en 
small savings* Due to hUfik propensity to oonsuae of the mass 
populatlQiiy end optional nature of these siqrlngs, expected 
sMOont aay not be available to Oovemnant* If the country is 
running through inflationary conditiens Increasing real 
savings is very difficult as Inflation results In the declin* 
Ing value of aicney and people have to spend sore in order to 
2S 
•AiataJii ttM pr«viflttt sttnd«r«d of living* SurpIusM from 
publlo ent«fpriM8 are alto aftaetod hf •arloaa faetora lik« 
lavel of effieiefioy» oparatlonal oosta ead tim netura of 
publlo imd«?takiRg»t tharaiorof govazttBant may not dapand 
axe@8sivQl|r cm tM® sooroa of fJinmea alao. 
faxaticn is tha beat sooroe of davel^mant finance 
from iim point of vlev of larger resoiire® mobllisatiGn m 
cue hmdf m& i t s effeotlYaness is Bhspin$ eoonomie polley 
oon^atible to eco!%aDe growth oa the other* Private savinga 
may oftflQ go Into unprodaotlve @id wasteful ehaiimela uhioh 
obstruct ecootcssic developmosit rather than feed it* BoadPding 
of praeloas metals § holding of foreign currency t la vestment 
in real estate etc* are some ii^ortant ways to put savings 
In these countries* Taices divert most of these savings for 
productive investm«it in public sector* A sound taxation 
policy does not only intend to increase public savings bat 
private hous^old and corporate savings get concessional 
tax treatment if these are inveated in the priority sectors* 
Mach and every person should contribute In the progrtfoie for 
eeonomie development mid this purpose may not be served vith 
the help of public borrovSng due to its limited seopci by 
small aavinga due to optional nature and by publie aeetor 
widertakings as welfare rather than profit ia the mala motive 
of these enterprises* 
2 ^ 
T«xfttiai b«iiig fto i^>o?t«it souret of d«T«IopK«it 
fin me* Invlt** the attrntion of vosAtmio ozeroisM to 
•zaidiio «9 to what •xtont tax atruotoro of tlio eoontry haA 
h9m balpftil ia noblllsing sufflelint anoint of rosouroos 
m& ^ a t potantlalitios i t provisos for finoieitig d«voloi>» 
mmt prc^Tmmtt In futuro aeid to what ox f^lnt i t is cosipatiblA 
to oQcnOBle polieioa 3Lk« maSntainlag eoono&io stabi l i ty 
reduoibtg oomomio diaparitioSf rostraialng non-fuietlQEial 
eortstuiptifin md providing trreontivos for privato scvingt 
and invdStBKRit* 
At tht time of inoeption of ecanonio planning in India 
t^a tax struetura yial^d ravenuo vhioh waa GnXjr 7 par cant 
of national inooMa of tha oountrf and in the uorda of I'^ dim 
Planning Uosnisaicii '*aa a proportion of national iaoona i*a* 
about 7 par aantt thia laval of ravanua rapraatnta ona of 
tha lowaat la tha world* ** Aboat 38 par oont of tha total 
tax ravanua 9tm9 from diraat taxaa which dlraetly affaetad 
oily half per oant of tha working forea of tha eoontr/* 
About 17 par eant of tha tax ravanua aana froM iaport dutiaa 
«id a eonaidarabla part of vhieh waa derived from 'Itumriat* 
—> m itas \diieh amnot be affordad hj vidardaveloped 
oomtriaa* 
^« f tot FiTi i t ir rkftf »• ^ * 
30 
for rnqpffidine the ooTtrag* md dtpth of t^« tax 
»traetur« in order to yield resources suffiolent to ftnmee 
deYtlopBant prograsiKes Indiai tax ays ten was thoroufhly 
eaua&lned by the Taxatlcn iHnq^trf QmmisBtm l.063*M. The 
recoammdatlona of the Coimisuion InvolTed deepening end 
widening of the tax structure «- direct as veil as Indirect* 
iiater on, Prof. KaldOTt a Caabridge Professor who viaited 
3hdia 2n a.©d6« examined the struotire oS direct taxation la 
India m<i suggested some chsnges In the direct tax struct* 
ure of the com try* Qa his reootasiendaticsis an annual tax on 
wealth was Introduced in 1&&7 aid m extendi tiff e tax and 
gift tax w@re Ijsposod In 1&&3* For rationalisation aad 
slBtplifioaticn of direct tax laws mother Co^aittee under 
31 
the Chairm^ship of Hah^rir fyegi was appointed which did 
not favour the introduction of *eoMprehenaiye return* system 
sugrested hy Prof* Kaldor* ifo order to examine the system 
of 13hion exeise taxatiai in £^dia a Cosnittee was appointed 
98 
in ^orenber 19fO and i t submitted its report in 1963* The 
Coamittee was critical of frequent changes in the rates of 
4»* GovenuMnt of ladiat Hiaistry of Finance* YMtntim 
l l lMl i l l iWi l l lm *M^^f iBerein after referred 
80* QeveaimaAt of tidia* Nliiistvy of Fiamcet JauUflLliS 
by Nicholas Kaldoi k* (19M)« Beport of a surwey 
61. OeveauMRt of iidie Mlaistry of f Inwiee, 
as* QowiiWMit of iidioiNlaistry of riBanee« 
r< 
L969. 
*a«Bogt ttf jJu " U S } . 
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oontuaevt «Rd adaltilstrators* Ih« Comltta* also auggastad 
ooniravaicn ^ axoiaa aatiaa fron apaelfie to yalgraa vtaara** 
•av i t vaa posaibia* 
S i^rlns t^a aarly slxtlaa VBrleua elimgaa vara Sntro* 
dticad in tba diXfaraat tBxa8->*8oma to provlda ocneasslGnat 
aosa for pXiigglag Xoopholas mA. othar for tha purposa of 
adilitlffiiaX raaouroa aobilisatlos. fhasa ^ .hoo.. maasuraa 
raaultad la mi wraaoassarlly ooisf^ Xloatad structure of tasa» 
tioii* ^ha Central Oovammant sppolatad '^m S« Hboot^ aXSngidB 
aa oaa m«i Cotsnlttea whioh sutmltteA ita raport la 1968* 
jlnocig othar raeosmendationa Hr* Jhoothallngan st2gr«stad 
rationaXisatim of rata structure in caaa of Unim axeisa 
IS6 
dutlaSf as^hasiaati tba atraanXlalag of tax adisiRistratloa 
to maka i t mora affaotlva» 
la apita of ao mwy raforma Sa ^^ diaci tax atruetura 
la ttoa fIftiaa weA alxtitlaa tha probXaaa of tax avaaim and 
tax anroidenea asauaad aueh a nagnltuda that thajr aaaiaad to 
a^ka tha acafidinaa of tha pubXla la tax adialniatratifla* la 4 
83* jQlJiA* • P* ^* 
M. FtoaX aaacigt m MtittiXiaatlfla aad alyXifieatitti of %w^ 
ilQUHUUi, QoYamaant of £idla Prasa Wav DaXhl, X968* 
5§» ihlA*t pp» 6*7« 
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Haveh 2.970 th« Qovcmmflnt of ftiOia appoiat^a tn« aix^ax 
T«». « . ^ g c o - l t f . « a . r th. Ch.l«.„.hlp Of ^ . t l , . 
K«iff« tfmeboe* ^ t CaB»ltt«« subBitt«d its final report Sa 
Deeonber 1971 la i^ioh a larga number of siaastarea Sneludlng 
reiuetion la tlia marglaal rate of the inoaam tax vera sugge-
a ted* EosXof tbe siaggestioaa of the CoiQitittee vera Isipleisaa* 
ted hj the Qovemment throag^ t^e Direet Taxation (Mondaent) 
Aot I97a* 
itgrioial^ire vhioh ia a vaat aeotor la 3hdia!i eoonoeiy 
has got a priviX^ed treatstnt frcn the polat of viev of 
eliooatloa of tax bordoa* As tho reveiue elasticity of aoa* 
agrlctaltural taxes is llidted agrioulture shoold contrihate 
larger resouroes for flamclae ecGaGnio deveXopaiaat* i'^ or 
exaKlnlag tbXu qaestim the Qovemment eppolntsd a Committee 
uader the Chairmnship of Prof* X*lf* Raj* fhe Cciaaittee 
subMitted Ita report la October 1S72 nd aawag other things 
reeoaatended an * agrleultiiral holding tax* to be Xeived by 
the Statea* Most of the Statea eculd not levy the tax due to 
edalaittrative problaaui Sahhrent ia the tax* 
as* OevenuMat of Xadia* Mlaiatry of Fin meet 
teflltir ffftimttif t Fteal Beport. Oeeeaber 
laafter referred as tfanoheo Ceaaittee). 
87* Oovernaiat of ladiat Kiaistry of fiaenee, * SWiittiit 
laafter referred aa 8aj Ceaaittee* 
^» ISAA*% Chapter a* 
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Sorlac tli« dMadft of 1960*70 vhat«v«r mttasta v«r« 
at8d« by th« @ov«miBfiint for retlcnalisatim of tax atruetufa 
•oat of thca w^a raatrletad to aiianlaa tlia dlraet tax 
•truetorai vjiHa iadiraot taxas vhloh ooitributa mora than 
two third in tha total tax ravanua of ttia Centra end 3tataa 
^t9T% n^leotad* For f iXXlag up tbia ^aoaua tlia Oovoxnmoat 
appoSntai & Coiaaittaa to raviav tha azisting struotra of 
Indirect tazas •« Oaatrait ^tate md Local la all i ts aspects* 
fha Coiii&ittaay tsidar tha Chairm«siship of L»S* ^ a sahsittad 
i t s In tar in report la %ril 1977 md f laal report la October 
1677* fha Committee foond low bQilt«ia alaaticity vith 
respect to n&tional Ineome la case of oosmiodity taxea* & tha 
vorda of tha Coainittaet "PreXlAlaary stadias that ve hsva 
bean able to mdart^e Indicate that both axoiee end isport 
taxatica at the Caatrea level did aot exhibit a high bailt la 
€0 
elasticity"* Aeeordlag to ^ e Comittee the sa&t balllag 
afreet due to laput taxatiocif termed as *caseadlac effeet* 
vas the nala faetor respoaaible to ereat diatortien la 
eoHBOdltr tax struetura* Tha problett of *easc8dlag ftir^er 
e i 
gets eoMpcamded by overlapplag of taxatioa by amy authorities* 
69* OovaniBsat of fediai Miaiatry of Flasiaa (Depsrtn«it of 
ileTwiue) ari4fraet yffilfi1i|ffl| JlfllUT ^—Uliff (1977) (Sarelaafter referred as Jha 
fetal Beferaneea fresi the Jha CosMittee Haport la the 
»res«nt vork are frosi the eyolostylei copy presented to 
KeiSbers of Parlisusnt* 
^ * jQti^f h t t f l i RUflftt Psra 9* ISt page 23« 
<tX* lUA*! htayia Aaaort^  Para •• SOf p• 100* 
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ftf sffMt of eaieaAtnf 1« to ralso eoastm«r prieost boe«aso 
of tho esetXatlaft of costs «nd profits by moro thm tlio sm 
total IsYy whiQb tho dlff orsnt taxss etuolstivoly wAA up to* 
&t oth«r vordSf t!io laeroasG la aonsuaer prloos dua to oaaoatd-
ins is eppraeia!>2y graatar thm nhat aocruas to tiia aiohaquar 
68 
by way of additional v«7«!iua«'* For ratlonaXisatloii of oosoo-
dlty taxatloa ttia Comslttaa su^gastad** taking aajov stops 
irlthlxi a tlsta bomd programs of aotlcn towards tha solutlm 
of tha probXan of oasoaslagt first by axtandiag tba applloa^ 
tlon of agisting proeaauras for tha raliaf of Input taxation 
and finally moving m@r to a systas of vai^ ua Mdad Taxatlm 
at tha mmufaot^ irers* staga** Othar raootsmandatlens of tha 
Cosaslttaa Inoludad ratloiallsaticn of rata straotora of 
Xkitm axolsa dutlasf eonvarsloa of spaelflo to ad v^Qraa 
dutlas vhMrmrar possoblot omvarslon of anltipla salas tax 
to slngla point salas taXf battar eoordlnatloa of salas tax 
aHong dlffarsnt Statas m& abolition of oetrol ate* 
As a ras«lt of dlffarant ahangas introdnaad In tha 
diraat tax struatura in tha aarly savant las t sosa on tha 
raaemtandatlens of tha W«iahoo Caanittaa and tha othara dua 
to aosM soaio*aacBOMie objaativaa of taxation poliey« tha 
diraat taxas statataa baaasa Inaraaslngly ees^lioatad « d 
03* iUUl* A^VA ^*^f pot* ^^* 
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to tak« iMMAiat* aotion for tim slapllfloatim md ratloAal-
Isatlca of thoto ImtB vltb a Yl«ir to saklitf than raadiXj 
intalUgiblo to tim tax payara radueing litlgaticb asd thus 
aaking tax X«ia aora affaotlTO* Wi^ thasa objaetivaa la wlmt 
m axpert coianittaa haaiaa tor Q.C* Chokshi vaa as^ polatad t^ 
tha QovafimaQt* ^ a Comlttaa vhloh auteittad ita IttagJa 
raport la Daoaabar 1677 and Final aiport la Saptwitiar 1.978 
raooimandau tha cmaolldatioa of tha four Isdra raiatias to 
66 
lnecma*taxt surteXf vaaXth tax and gift tax Into ona Aot, 
raduotiea la tha rates of estata dutyt eontlauatioa of t^a 
pvsmit Bohm&B of Intagr&tion of agrioulttiral aid ncn-agrloul-
turaX iaeoso «id aoaa maastiras of largar raaoorea fiobillaat-
lOB froa agrloultural aaetora by tha Utataa* 
Sioogh tha tax atruotura of tha country was axaolnad 
by a larga ituabar of axpart coxaittaaa ia raeent yaara yat 
thalr raeewiaBdatlQaa vara not vary midh halpful la aobilis-
lag largar tfionnt of raaouraaa for fiaanelag tha Flva ZaaT 
Pima of tha aouatry* Soaa of tha raoowMndatloaa ifrm not 
faaaibla dua to aoaa praotiaal problaMi thay vara axpaetad 
Sfll§mg£, (Baralaaftar r^imrr^d aa Chokahl Caailttaa*; 
6S* illlA»t £iXLiLJttfiEit P* XX8, 
36 
to «rls«* 3oB« of tho roooBsnondatlotis i f iBplommtod would 
rosult in lo&t of r«v«itto for tho sako of justied« rational^ 
iittttlaa end siBpXifio&tdoci of tlio tax atvaotoro* Toms of 
refore^ee of the vairioas ^camittoe incXudod only tim exaMate^ 
tlon of tlio tax atTuotora ratl^r ttisn to glva aooia spaolfio 
gnldallnas for BObllisaticB of larger rssouroas for fSamo* 
ing tha ^mn of tlia ooiantfy* 
^ a struotura of ogrloultural taxatloci la tha ooantF^ r 
vas tSircsigbly axa&laed by tba BAj Coi»Dlttea bat tha sain 
racoQ^endatioR of tba Cosaoittaa i*o* vaplaoSag tha preset 
land ravanue W ea i^rioultaral Holding Tax vaa not in^la* 
man tad by sost of tba Btataa dua to adisliiiatratiTa probXaaa 
i t naB axpoetod to eraato* CSnly Harysoai fiimaohal Pradaah 
mA tfaat dmgeX tetrodaead aoaa font of airioulturail holding 
tax bat thia tax vaa basically dii'farant with tha ona propo»> 
ad by tha Baj Coaadttaa* ^iae of agrieultaral hoMinga* 
rathar than Jaooxa firoai thaait as raooanaisdad by tha ^J 
CaMiittaOf was tha basis of tax iatroduaad in thasa dtataa* 
J'Urthary tha raplaeaaant of land ravanaa by tha proposed 
agriatatoral holding tax was net aiqiteatad to result In large 
inereasa Sn revanua* Si tha words of Raj Ceaaaittae, **Xf ^ i s 
tax replaeas land rarenue «id related aurahargea «id aaasesf 
tha net additional ranranue that xay be eelleated frov this 
tax would be aroand as. ISO ereres* If extended to all holdings 
of rateable •«aue of Bs. 8800 or B»rey the additional reaooreee 
37 
07 
BUQT hm BTOoad BMm 200 ero7«s". A» th« proe^tdt frcM InA 
r«v«riu« Ad suroharg* duving th« year X976-76 v«rt Rf*I06»X 
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<»r(^ <»s (E«B«) i t v»a ftot d«slrftt)X« to disturb t)Mi t((lioX« of 
tho •eottOBio syBtflM (replacing l«nd ravoimo bjr agrieaXtarftl 
holding tax) vithont having my substmtial lner«t»« In tho 
rev«fiii«* 
^ « structira of indirect tex«9 was recently essasdnod 
by tha iidiroot Taxation ^^(piry Ctxnsittee mdor th« Shaiiman 
ship or !*•£• h^a« Out most of tho raoomzendations of th« 
C(»Bmittee« if iraplemntcd, ifould rdaiilt In th« loss of ravmuo 
to the Oovenui^ aat* ^ e Committee suggasto^ abolialag octroi 
in tha first phasat in ease of small toma md tha tovms 
^ich fal l on natimal highwaya* TMtil aoaa altamativa 
sourea of rav^ua ia found by tha local bodies abolition of 
octori \ioald result in loss of revenue* la order to reduce 
the 'oasaading effect' of coGnodity taxes a number of suggea-
tiena w«pe giv«i md* alaoatf all the suggeationa if Imple-
Msnted weald reault la loaa of reveaue* ^t reaooi&tndad 
reauetiaa of exaiae rates In aaae of ajpnthetic fabrics, 
eaaiantt aoae aedieieneat trueka, bosesi alualnlum md e^pltal 
• a . Beserve Beak of 2»diaf jtonart aa CngMwaY mA FlaM^ee l i7f*fl , vel. n» p. loB* w-—.-r 
tt* The Jha Coaaittee, fliEL«sil« l l^ l l l l Mtimrti p* SdO* 
3S 
goods Xik« d«is«I viginttSy pov«r driv«a piu^Si •l«etrie 
motors tfid r«fv«lg«rstlag md air eonditloning tqulpamt 
70 
eto« th« Con&Itttto VM highXjr orltloaX of Saput taxation 
^loh %B tb« amia factor responsibls for Oftseadlag* In th« 
words of ths Coasdtt«o« "It ooold v@ll be argusd that nov 
the excise b«se Has been ezpsnded to cover eJUnost aXX finish* 
ed products f tlie taxatlta of Inputs ooald be elinlnnted Sa 
71 
order to get rid of the distortioEis that i t gives rise to*** 
ti'> 
^he CooBittee «as la tmmxp of either abolishing input taxes 
or granting some credit at the time of tax psyiamt on finish-
ed products* i3at aooo3?ding to the finding of the Coetmitt^ Miy 
in ie7€»77t r&¥ siaterials and mmufaotured inputs other th«i 
those covered by petroleu&t textile or tobaeeo families 
contributed 18*4 per cant of the total excise revenue during 
72 
the year* If input taxation« in case of the three itwos 
via* petroleoMf textile and tobacco which oontributed 58*8 
per cent in total exeise revsnue during the sajae yeart i s 
taken into aecoint the eontritmtian of input taxation in the 
total excise revenue ia ^ i t e substvitial* ^ e connittee 
also tufrested increasing rate of tax on final product ia 
order to compensate the loss ia revwiue due to aboliticn of 
laput taxatica but a large nuaber of ewoBodities like tyres» 
71* itd4»f p* 61* 
7** ikl4* fet^lM asaort^ Psra 3*6t P* 34* 
39 
tlfttt^ r^ r iiid spar* parts «te. ar* dimetly (ioft8ii»«4l mA Iota 
In ravatni* m&y tiot ba eoapenaatad* For raduelag tlia eaaeailliic 
affaot tl» eoanitta* raffonaitdad raduotieit of Cantral SaXaa 
73 
Tax tJwm tho esciatSag 4 par emt to 1 par oaat* 1!ht» tba Si« 
airaet Taxation Qaq^Sxy Conm&ttaa vm mSsHy eoaeemad ulth 
tha rstioaellisaticci of la4ir@ot tm stniotura of t^a eoontry* 
Ih tita long rtsi tlia <ilimgai atniotiira raay result In tlia 
larger r^vaauaa ^ a to battar ollmata for produetion md 
IziTaatmmt ate* bat In tim sbort ran* suggastiag mj tbizig 
for Ineraasing tlia b^ rdan of taxation vm ba^ ond tbo aoopa of 
tba C(»»lttae* % tha words of ^ a Gomitteaf <*Hoir tmmy tba 
Imrdan of taxation should bOf oalla for ludgasant vMob la 
partly politiegl ** md partly aooionte ••• fhia |uig®i«it 
74 
aasi only ba axarolsed tjy (lovarnm«3t«** 
Tba Blreot Tax I»av5 Comsittaa was aalnly oenoamad 
vltb tbo slmpliflcatlcn and rationalisation of tas^ation laws 
and alaoat al l tha raoosmiodaticns of tba GoniBittaai i f 
intplasiantadt «roaM rasult In loss of raranua. iteong otbar 
things tba Cowalttaa raeoosiwidad abolitim of snrebarga in 
aasa of pars on al jbioosia tax* raduation of marginal rata of 
7fi 
Incona tax fToK prasmt 7S par osnt to iO par oant, laeraaa** 
Ing aonatary oalling on *st«f)darad daduetion* In easa of 
73* JSHM* ^M'^ ^ o r t . Para 8»16« p* US* 
74* JD||4«f pa's 3l*0» P* 3* 
76* gUfl^ Ial CWlUtWI (1978)» m«Sii*i f t e l i itPgglt 9*1«* 
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falari«d cmployaes £roiB th« present l«vol of E»* 3S00 to 
Bs.SOOO end Ineroaaiag tho rat« of dtduotlm tram tb« prosent 
3jD per eeat in ease Incose exceeds Ks« I0«000 to W per eent| 
la creasing the eeilSng for allovenoe of entertainment expend!-
77 
ture frGm the present Ha, 30,000 to Bs« 1 lakh md Xlberalis-
78 
ing the rate structure of estate dutjr* %as the reoo^iaendations 
of soBd expert oommitties on taxation are not very ouch help* 
ful in mobiXislne larger resources for flnmoing developi&ent 
progratume in the coimtry* ^he increasing requirement for 
financial resources due to increasing s l se of public sector 
Investment in each Plm cal l forth a continuous review of 
the tax system of the country* If taxation does not proirlde 
additional resources, the Qovemsffit, either has to depend 
upon the dsagerous tool of deficit financing which brings 
Instability in the econoDlc systen or she lias to curtail 
developsent te^endlture which Is vecf hard choice for the 
QovernBent* Taxation i s aeknowledgea to be the lec^st Infla-
tionary way of fin vicing public expenditure* 
The possibility of BObillsing larger resources fro* 
taxation haS| by no neansy exhausted, igrleulturei hitherto 
m under taxed sector, provides meh revenue potentiality* 
70* Ibi^«> p* 38* 
77* Ibid*, p* 87* 
78* Ihi^*. p. 848. 
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Xisrg* public lnT8stis«nts la agrleuXtiare, prle« support seh«n« 
mA subsidy on irrigation md ftrtUisers eto« hsvo ohmgtd 
tiui t»Tm of trad« 3& favour of big farmers* th« eontrlbutloa 
of agrleultur* to pubXlo •xohcquer h88« hovevsTy not bean 
ec»asimsurato with the rise In iaeomas* 
Ttm a^uoture of ooimodlty taxation tiaa a large number 
of S^ aounaa and needa ratioaliaatlon* tJnica excise duties suffer 
from the problem of *lotf built in elastioity irlth reference to 
nation^ Income* £i the words of Jha Qoimitteet "With the 
grovth in the natlmal income« revenues have shom a saioh less 
thutn a proportionate Increase* A» a result the growing need 
for aidditional resouroes haa bean sought to be met l a t e l y by 
raialnf the rates of excise duties on particular products as 79 
veil as by bringing new products under excise taxation"* The 
rate structure of excise taxation has becc»ae too ccne^lioated 
end needs refoTK* %e structure of property taxation is in-
effective due to large number of exemptions and deductions 
allowed* Liber alls atloa of rates in reevit years in ease of 
wealth tax had made i t less effective from the point of view 
of resource mobilisation as well as a tool of reducing in* 
eijualitles* 
79* flm rmiltttti Qp*cit.. ^tirii ftfliftrHi P* I9^« 
42 
la. th* •frorts of retoaro* mobUisttiGii vliUo th« 
performanet o£ tha Central sector had be«n» to a great «zt«nt> 
satlsfaotoryt th« states* tax straotare present muoh seope 
for ratiosaXsiatlG-i* fhe pattern of Btatea* tax strueture did 
not Qhov sny aignlfiomt ohmge as five taxes n^ i^ sel^ i sales 
taxesf excise dutiesf ogrioultoral tasesi -veliiole tax md 
&tm9 duty t^ as beea eo^trlbutSag about 86 per e « t of the 
ot&tes* om tax r@veQue ©inoe I9^l-5S» Purtheri la viev of tl^ 
polSiCy of ereduai probibitlCQ the receipts froai the Otatea 
excise &2tie3 which has been grovlj^ ig, <n overei^ ef b^ 12 per 
CGfit per armvm in the past few years, %roald e® do-«J!i. The 
States, ia order to coc^ensate the loao Sn revcaue, msaXd 
have to find out aXtematlve sources of resoarce BOblllsatlm* 
Si order to serire soiae soclo^eooaomlo objectives, 
Indian tax structure provides large ntimber of oonoessions 
vhieh provide atu&eroos loopholes md result In considerable 
loss ia revenue* Inhere ia m urgent need to exemiae tiiese 
oonoessioas end to witbdrav them wherever tliese are not serv* 
Ing the desired objectives. For making the tax polieies coop a-* 
tible irfith the socie-eeonoKie pdioies of the plmned dev^op* 
m«it the tax structure has become too ooiqjlicated* Its sioqpll-
fioation is urgently required* 
43 
ffaas the tftx stroetara v« ar« haYing «.t prison t 1B 
not ft aatisfnetoiy oat* The pr«sant votk i s m nftcaet to 
oEanlnt all tlitse issnts Sa details md to find oat a tax 
struetar«t most appropriate from tba point of •!«« of re-
soared mibULisptlcri for ffeancine tJie pTBumt as veil as 
the future i?^ ive Xear Pirns and moj^ e effective to serve 
the nm^revecme objectives of fiscal policy In l&idia* 
C O A P T i : i a - I I 
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piistsm or rirjgrcsio THB wtm ZSAR ?hgm m STDXA. 
For aehietvlng a rapid rata of srovth In tha proeaas of 
aeonoBlo davalopsant larga flBomta of natioQal ngfingt era to 
ba invastad la public as vaXl as in tha prlvata saetor. 4part 
fron SmrastE^nt^ Xarga amouat of fSnaneiaX rasooroaa ara 
raqpirad for meatine tha currant axpenaaa of aoelal aarvloat 
tfbieh £p?a of aon^SaveXppBittit natura (Ilka adueatioBt haalthf 
soelal tfalfara aisd sooiaX aaourity isaasuraa ate*) end for 
a^^mdlzig ttdiBJinlatratlva machSnarjr naadad for SmpXeBimtatloa 
of tha plsas* For maatiog al l thesa aig^^saa f Jbimeial 
rasooroaa ara to be mobilisad and this problan is basic to 
tha vhoXa quastioa of acononie pXennlng* & ^ i a ohpatar 
afforts hava baait mada to assasa tha financial raqairaaumts 
for plomad davalopnant Sa India aad hoir thasa hava baan mat 
through tha various souraas* 
i i tha aarl^ r atagas of aaaaoMia davaXapttant la 
diffarant aountrlas rata of lavaatB«it haa baan high la ordar 
to aahiava a rapid rata of grovth* ]i U«8*&.ft» tha First Piva 
Yaar PX«i hs* a targot of not SavaatMat Moontftag to batvaan 
a qaartar «id a third of nationaX laaa«at tha aatuaX aehiava* 
n«it vat parhapa aXightXp Xovar* " ilata of nat Jnvastnant In 
tha daoada X9aB*J8 vaa of tha ordar of tO par a«it of tha 
45 
aatlmal iaeoa**** fii Ji^an nmt oapital fomatlm la th« d«e«&« 
1900-1909 VM QStlttattd to hav« cvaragad alKmt 12 par e«it of 
tilt national laeosa vhioh laoraasad to 17 par oaat la tha 
follotflag daeada* In Ihdia dua to poll tie al md aeoaoBie 
eoaatraln'Ut m aBbltioos targat Ilka that of U.a«a*a» vas aot 
posslbla in tha aarly atagas of plmniag* It vas aatSnatad 
that **for a pppulatioa grovtag at tha rata of H par e«it p«r 
armus tha rata of lavasteaat aaadad for malataiaing par eqplta 
SaoQQO oaastmt «aa 4 m^ 5 par c«st of tha national inooaa"* 
1& tha Firat Plmt tM proportion of lavastmmt to national 
SacoBso was asstuaad to riso £ro& 3 par oant or so la 1950-61 
to about 20 par Qm% by 1968-69 and to ramaia at that laval 
tharaaf tar* I i^rlag tim Uacond Plan i t vaa raaliaad that a too 
aabitiooa targat of tha First Plm vaa not faasiblaf tharafora 
tha long term targets of Invastraant vara raisad. "It vas 
assunad that jtevastmant vould go up fro* 7 par eint of national 
iaooRa ia 1956-56 to about 11 par e«it in 1960-61, 14 par osnt 
b7 1965-46 md 16 par asnt by 1970-71. fharaaftar i t voold 
3 
roMaiB praaUoally stabia riaiag to 17 pareaat br 1975-76* Si 
tha niird Plttiy again* thaaa aatlaataa vara ravlaad upvard «id 
tha tavgota for tha Third, Fourth aad Fifth Plaia vara kapt at 
14-15f 17-lB and 19-29 par a«it par mmm raapaativaly. 
1. OovanuMttt of &idi«iy Flmalag Coa»isaiflBt First wtwm tm^r 
2. iMULn »• L^5. 
3* 
4 . 
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fht r«t« of groiftli «BVitac«d dmring tht Fifth Plm 
v«t S«6 p%r otnt par mnvm whleh va» higher than th» rat« at 
imi^ th« mimew^ ha4 growt orar tha Focurth Plan* In tha vor4a 
of Plmnlag Comlsaloni **Achlair«Bant of this objeotlTO raQ l^r•A 
a high X&wtH Of Invests^t ^art from high laval of affeolertejr^ 
i s self rellsnoo «aa me of tha tvo main objaotlvas of tha 
Plan (other being rmairtil of povertar) t higher level of savings 
vere to be KOblllsed domestloally to eorrespceid to the required 
l@vel of InvestBsat* 
fhe total outlay of the sixth Pliti la public Ad 
private sedbor la estimated at Ba* 116|840 erores whloh Includes 
Isvestnent of the order of Hs* 105,990 orores In both the 
sectors* As eoononlo planning la dlreotly coneemed %rlth the 
publle saetor outlays whleh have be«n estlstated at as*69f330 
erores t resouroes sre to be noblllsed for finmeing these 
outlays* fhe total outlay tf public sector Ineludes as*59|iao 
erores as Inveetaent eipmdlture and a8*10y2fi0 erores as 
e 
current plfld outlay* For flnanelag publle sector outlay 
7 
external asslstaaee Is estlaated at Ba*d9M crorea* nms the 
bulk ef the outlays • ils*6393i8 crorea or 91*2 per cant of ^ e 
total public aeeter outlays are to be flamced fros the dOKestle 
bttdgetsry reseurees* 
a. gftfl fUlk fin iwf raia (i«74.79), voi* z, p. is* 
•• Bitfi fin ftir fiMi Wiffiii »• ••• 
7* ittA t^ >• ^» 
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BmBcaxecms £es fiaaaolae thm fiv# y»ar plait may b« 
dlvidea into two groupss 
A • f m-taz Soareos 
3 • fasation* 
A - llfflrtlX„ifflMyi» ^1» 8W>ttP of f JnaaciaX r«soare«s 
includts e^tamal assistancet different itess of d«»istle 
borrowing 11]£« ciarlcot borrovlagi small aavSagSi provid«at fmd 
m& dafioit floanoiag and surplcises froiB pablio mt^prises etc* 
fho rolatlv« icsport«fU)9 of those sotiroes la finanelag 
the Five Year Plme of the country changed fro& Plm to 91m* 
Mt a eo^ ncn feature has beeti that in flamoing the aeemdf 
Third and three Ainual Plans (1666-69)^ domestie budgetary 
reaourees did aot ooritribute to the e]q»eoted extent md two 
soureea of fteanaini vis* eacternal asaistmee md deficit 
fiaaASiag contributed a larger oheunic of the financial re* 
soureea* Too «ieh dependanee upon theaci soureea of ftnanelfig 
is not free frcai ecencedo mt politieal ccuplieaticRa* im a 
result of this trend (eoupled with other faetors) eeflncnie 
inatability reached to a high degree by the end of the Fourth 
Plm* Que to deteriorating ecmoaie eonditicns of the tl,a«4, 
«id ehenging political relations vlth ^ndisf nuch foreign 
assistmee could not be expected for the subsequant plans* 
Keeping In viev all these trends doneatie budgetaiy resonrees 
had to play Inportmt role la the Fourth and the avbsequant 
plans* During ^ e first three Plans eiitemsl asalstanee and 
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ttidl d«rieit ffomeing eorstribut«d 26«6t 48*9, and 4X*6 p«r 
e«nt rotp6Qtiv«ly} durSag th« thrtt« j^ual pirns (196d»69) 
oontrltiutia!! of both thw tcforoM vss 46*0 p«r etnt «- tli« 
hiehest tlgaf r«a^9d so far* (Tabl* 2*1) • 
<iihll« fanmlfxtlng tht econcnic poliosr for tht dearth 
Plan i t van realised that ia tba past **taiq>o of aocnoaie 
activity was not sufficiast to provida produotiva ®BpI<^ rsmit 
to a3J.t attend the basa of social sarvioas end bring aboat 
8 
signifieant Smprovesiaat in tlia living atmdarod of paopla*** 
fha aiffi of tha Foar^ Pica vm to aooelerata tha toi^o of 
ecoiioiQio d6veXopne>iit la conditions of stability md raduoad 
tmoartaintias* For fintnoing a lazier sisa of tha plm 
aiBpliasis was given to aMiticnal liobilisatifm of dosaatio 
raaoureas in a minnar which Mould not giva risa to iaflaticnary 
praaturaa* Ihm outlays on tha plm vrm olosaly ralatad to tha 
possibilltias of raising rasooraas la non*inflaticmary way* 
Liaitlng tha axtant of foraiga aid md avoiding inflationary 
finmaing raciuirad a eonprahanaiva plarming md graatar 
aoBBmd of tha Oovamaant ovar deaaatia raaooroas that vas 
attaqptad in tha past* Kaaping thasa objaativas in viair tha 
abara of donastis bitdgatary raaeuraaa in total rasouraa »ebi«> 
lisatiaa for publia saator plm was raiaad fro« 88.S par eant 
la tha Third Plm» 94 par eant Sa tha thraa Ainual Pima to 
8* 0»vaaui«at of Hdia. Plmning CovissiQa, fglMrHl 111% Vm 
t2m, (1969-74}, p* 13* 
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78 ptrofBt la tii« FflfarHi PX«i* ExtttfnaX •ssi«tme« for t3m 
pttbUe 890tor plflB vat to go dem tetm ^#2 por e«nt Sa th« 
fbird Plait ^*^ P^ <^<*»^  ^  ^^ tis»99 MnuBl Plmt teaftarly 
9 
X7 p9T oont of the total rasoaroas of tha Foorth PXm* Dafielt 
tinmeSng was plaoaa at aboat $ par eant of tha total ra« 
soareas as eoi^araS to 13«3 m& 10 par eant Scurlag tha Third 
m& tbxm mnuBl fXm.n raspaotivelir* %iis tha mala objaetlva 
ht tha Fourth Flan vm to mohlliae liora di^tastie rasoaroaa 
without &«p«oiliig ttpcsQ dafiolt fInmolng to a great aztmt* 
l i tha words of Prof* lf«^ » ^ m ^taMiiaatica of agrleoltura 
prioas em ehaelE tisia gaaaral rlsa In prioaa milf if tha 
prograisia of Inveatmant id puhlio md private saetora (during 
tha Foar^ Flen) i s flaasoad hf ado(|aato siobilisatioa of ra* 
soureaa without dafieit fieia!:iolng ao that straag praasura of 
taflatiGnnrsr tandmoias is ehaokad*** 
iPariag tha Fourth Plan a eansidarabla ^mv99 of eentrol 
vaa exartad Sa limiting tha siaa of dafieit fSnmoing md 
radueing dapandw a^a i^ni foraign aid* Co—anting upon tha 
raiouraaa nohilitatioi dtirlag tha Fourth P l« tha Plvmlng 
Cfloaisaim r«Barlcad| **M ii^ort«it objaetivo of tha Fourth 
Plot vas to malca lubstvitial prograat in tha diraeticn of 
(1969.74), pp. 76-77. 
Aaia Puhlial 'f p . BO* 
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«ehl«vlng self r«ll«ie«* It vai mvimttgtA that •xtamal assla-
tao« a«t of d«bt sorvloa would b« rodueod by tho end of th« 
P I A ptriod to half of tho loval obtaiaiag at Its eannBaneeBsnt* 
Tha oontflbatioa of aztemal assistonea to the fSnmelag of 
tha Plai In tha pabllo sector ^ould ba slgnifioaitly lovar 
11 
than originally aavisagad*'' Iha cmtrltfatloi of foreign a s s i s -
tmoe la flncnolng tha Fourth Plan was 16*3 par oent of total 
r<l3oaro6 mobilisatiGEi as coj^arad to ^^•B par omt daring tha 
third Plm and 35*9 per oent in the three Mnual Pirns l©6d«69 
(Tahla 8*1)* fha aise of tha defioit financing during the Pl«i 
VBB slightly larg^ thm originally enviscgad* gainst a 
target of aa» 860 croroa the total eroont of deficit flnweing 
osBie to Hs*1066 orores 6*5 per par aeat of tha total rasoorees 
laebilisad for the Plm (Table e«l)« ^ tha early part of 1973* 
74y defioit financing tamed oat to be of a sisable order 
dusLto laplementaticm of tha Third Pay Conimissiais's reocanen-
dations for C«itral Covaznment KBployaes« but for limiting the 
sisa of defioit flatnelng different steps were taken "to 
raduoed publio spaading oa both plm «id nen^plaa aoeount as 
18 
well as to augSMnt publie reeeipts** 
u.« gfalti Itftt nr% Xitf Um W»-7»» r^* h P* M. 
IS* JQUL4*t P* M* 
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Da* to la7g« tnor^aiit la the prlees of potrolwtm 
produotSf fdrtillsors md other rav :>ate '^lal8 the Fifth PXm 
had to depend zsach upen eocteznaX assistiinee* The XieaXt Fifth 
Plan h&A ttOsim Into accounts foreign aid worth As* 8443 croree 
during the entire plan period vhlle ttm total aid needed dar* 
lag the first three years cane to Bs* 3434 orores* ^isuaHs* 
lug the total requirements dtiring the remaining tvo years of 
plffii as <is«840O orores the total re(iairem«ita for the entire 
13 
Plffli vers estlsiated at ds» 6834 crcres» n i^ieh oame to 14*8 
per cent of the total reaouroes* ait the latest estlisates 
indicate that daring ^ e i?lfth Plm the actual amount of 
foreign asalstfnoe was inch lower thm the revised estimates* 
The total net inflow of assistance during the four years of 
the Fifth P in (1874-78) oimte to 1&« 3429 orores with m 
onnaal grerage of Bs*8fi7 crores against the revised estimate 
of as .US? erores per «in\tt* The net i id during the year 1975* 
76 Inereased to a high level of iia^ 1164 erores hat In the 
subsequent two years i t deellnea to Hs* 344 orores oad Bs,743 
14 
erores respeetively* Total estimates of foreign assistmee 
during the Sixth Pl«i are put at Rs* 6964 erores — S»0 per 
eent of the total rescwirees required* Oat of this ttnaaiit Rs* 
HBO erores wculd be aebilised by drawing down oar foreign 
la* mskl^m Ittf fJLat igy4-7»t p> 38, 
14- ttrtft riit Inu nmf is?8.83, p. 77. 
Ift* ii^ A*t P* fi7« 
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•zoh«ng« reservts* Ihus tli« nat Infloir of extomal asslstffio* 
vooXd be mXy i^* 39S& ororea <-* mly 6.7 p«r cent of th« 
total resources. 
^S^ PXmnlng Cossmlssimi vliiXe flaalislag the Fifth 
Plem hei^  tclsea great care to provide as l i t t l e as possible 
for deficit flaaiiolag vhiXe domestio bedgetarsr reaoiroes 
(excitiLlSng deficit f3n(BoSng> aeoomnted for 8X»B per cent 
and foreign assistmoe 14.8 per c«at i t prcvidei room ooly 
for the balffice of 3.4 per omt for deficit finmcing (Table 
SI) f for the obvious reaoms that pu&plag more ecsQey iato the 
econqji^ uould have oatastrophic IcpRCt on the general price 
l eve l . *Ah9 Dreft Plai ^viaaged deficit fin en cine ©^  the 
order of Es.lOCK^  ororosy the Fine! Plsei took this fi||U7« to 
16 
Es* 13M erores. 2i the i/orda of Planning Cossmission,** fhis 
o r a * Of d f l o l t tinmen, U not « p „ t « i to generate „ y 
aduitioaal inflationary pressure.** Dae to small s ize of 
def ic i t financing daring the Fifth Ploi inflatianazr pressure 
was totally cart trolled as iaerease in the whole sale prices 
during the years 1976-7et 1976-77 «id 1977-78 was only — 
1.1, 2.1 and 6.2 per cent raspectively as coitpared to the 
IB 
previoas years. 
16. rtftte yuf yttt nmt 1974.79, p. 32. 
17. IUIAM P« 39. 
IS. OoveinntRt of India, iffiaiMlk .^ WTYtyt 1978-79, p. 1. 
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tki« iiixth fXm baa left m irtoover«d ge^ of ai*8828 
Qror«s* "^tiis cap vHX hare to be covered eitlier }sy real 
resources 1>eQ0sing available at lerels higher thai assiamea 
or Jsf deficits* If some deficit is tin avoidable cosiQOdity 
msnagment will have to easure that the prices of essential 
19 
(3CS2moditi@3 rffialn stable* ** 
fints for fSnsnelag the recent Five Tear Plens, In 
order to achieve the objectives of self relimce md eccFioeaie 
stabilit^t the Qoverameat is dolag utaost efforts to depmd 
less en t«30 sources of fiamoSng vis* external assistixiee leid 
deficit flaasieing* This calls for^ greater efforts to mobilise 
larger momt of resources tv^m other sources like dosestio 
borrowing I surplus frcst public «nterprises m& taxation* 
Pomes t ie borrowlag vhieh includes loarts frcai public 
and finmcial institutioiis end iimaH savings fiobilised tiiroogh 
ccMsieroial bankst Susurance schemes aid provident fUnd etc* 
have played ii^ortcnt role in fiitoioixtg the Five ^ear Plans* 
This scuree has provided roughly one-third of the total 
finvtoial resoixrees mobilised for financing public sector out-
lays! their contribution being 35,90.8, M.6 eid 30 per cent 
of the total resourees during the First, s^ econd. Third Five 
lear Plaas and the three Annual ?l«is (1966-6») respectively* 
!»• rm>i nif fw rxit w4-7t, p. M. 
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Tim eontritfution of &«irk«t borrowing «id siMdl swings v«s 
39*9 p«roent during tiM Fourth Plot and 29*8 p«r ewit la tho 
r«vlS9d Fifth Plan (Tablo 8««)« 
7h« iiixth Plsn projoottd aot market borrowing of tho 
C«f)tral iiad Jtato 6oves!»n«nt3 f their «rtt@rpriso» md local 
bodies to hm its* l&yOB6 ororos* % th« vords of th« Plmning 
Comnisaiofii "Sh« osoalatim of bozrovlag froM th« prosent 
2.«v«l of Us* 2fiOO ororos a jroar to m aevorago of approaci&atsiir 
as*3«200 ororas a yaar during tho ooslng fira faax^ 'asaumas a 
vigorous driva on tha part of oomcareial banks | tha Idfa 
Sisuranea Coiporation md o^er fin mdal Snstitutiotis to 
20 
proKOta and sobilisa aavinga*** fha total oollactioB of Small 
Savings ovar tha plan pariod is astiaatad to ba as* 3160 
ororas* to aahiava this targat **it will ba naeasaaiy to iatonsi* 
tf tha small savings driva m& bring nora paq;}la partiottladijr 
agriculturists t salf*ai4>loyad parsons within tha fold of tha 
t l 
SMsll savings ncvaMnt*" Although donas tie borrowing has basn 
« iaportflfit senraa of davalopnast finmca, i ts oottributlQii 
la tha total raaoiuraa aobiliaatian a«tnot ba Inaraaaad aa i t 
involvaa fSnsncial raaurrMg teurdaa In tha form of latarast 
paynrnt «i4 final bordaa at tha tisM of dabt radamption* If 
tha borrowad nonasr is ntiliaad for proflding sa«a social 
ao* ftrrfi r i t i XfiT r ia i078.83» p. ei. 
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••XTiQM llic« tduoAtim ttd health faeiXitl«s or if i t i i 
lnT«st«d 3a tht proj«ets whore eiojeotod return is not versr 
large like oonttruetion of roa!fta» bridges« irrigation Ad 
power projeeta etc* tax revenue is to be diverted for pagrmcit 
of Interest end debt redea^tion* 
fhe OQfitribatioei of pablio enterprises in flnanoing 
the plans la Sidie has not be«i verjr large as, geaerallyt 
these enterprises provide infr^straotore facil it ies like 
means of transportatica» oossmtmioationf irrigaticn 80he»e3» 
water supply md power projects ete* The Governoent has to 
follow a priod polioy which does not resialt in cost escala« 
tions* Ghe ooraacn feature of surpluses from public enter* 
prises la flamciag the Five Veer Plans had been that % a^t« 
ever imnnt was mobilised through them was nueh below thm 
the targets envisaged in the beginning of the Plm* ]Xirlag 
the Fourth Pirn against the original target of as*8020 erores 
at 19g8»i8 fares, freight and tariffs the latest estimates 
Indie ate a eontribatiaB of Hs« 14M*erores (l^ble a«l}« the 
railwagrs made a negatiwe oontributicn of Ha* IBH erores 
against the original estimates of a peskive contribution of 
IUi*tM erores* This was attributed maialy "to the failure 
of freight traffic to ecMe itp to their earlier expeetatioas 
end laereases la working expenses en account of revisicn of 
emoliMente of railway employees** The resoorees of other 
88* teMft F i f t h Flira Ta«r P I M I , 1974.79, Tol* I , p . W* 
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piiU.ie «iterpris«s tazn«d out to b« saeh saaXlcr than 
orielaaXly ploinvd du« to • "aot baek la production partl-
oularljr in tho oaso of stool aid fortilisoxs, « riso in 
tforkiag oxpmoos on aocoisit of hlghor vagos and aatorial 
23 
costs aod labour troubles oto". During tho Fifth Plm 
against tm original estimatas of Bs« 6S88 ororas i^ eontribu* 
tion of public sector mtext^irises at 18?3->74 farosf freight 
rates th9 revised estisiates put their oontributim only at 
Bs« 849 orores* l^e contributioa of Stato Govemrnont «itefw 
prises mainly electricity boards md road trmsport corpora* 
25 
tiOEis was a negative amount of Rs^ TOS orores* Ihe factors 
responsible for poor oontribation of public «ite~iprises 
during the Fourth Plan also continued during the Fifth Pl«* 
During the Fifth Pl«i public sector enterprises (at pre*pl«i 
rates) eontributed mly 2*1 per c«it In the total resouree 
BobilisatioR for the plm* 
ab this baekgrwuid a large eontributicn of public 
seetor tmder^akiags during the l^lxth Pl«i OBs«10t29e erores 
— 14*6 per cent of total resourees) does not soea to be 
feasible* ifor aohiefiag this objectiTe a 4 per cent per emun 
increase in pas Sanger traffic« a 6 per cent Increase la postal 
receiptst 12 per cent per mnvm inerease la telecoaHWiicatien 
S3. Draft Fif th yjire Year Plaa* 1074.79, Vol* I , p. M. 
84. f t f t t riYt yt ir nm^ 19?4-7f, ». 38. 
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r«o«lpts, iaeraM« la poif«p g«a«r«tlca md iaer««s« la 
pa»i«ng«p trtStijt Tot foaA transport oorperatlanf ar* tstlBat-
•a* Zf th«s« tsTf Ats ar« not iiJiM«v«d th« r«qair«d aisowit 
of roaooroes Oflstnot b« 90bill««dl« 
For finmolng a PX«i» moblXiaatiOEi of adaitlOQaX 
rasooroas fros publlo aaotor imdartaklnga by IneraaaSag 
feras md friatbta and ti^ ward ravisioa of prleaa ato* baoomaa 
Inavltabla* iiaparata data for addlticnel rasoorea Biobiliaat-> 
laa by pubUo saetor mtarpriaas ara not availabla for all 
tha Pima* \tiat6Var data are available indicate that rovisim 
of ratas of fara md freight m& ravislca of prioa policy ia 
eaaa of public aaotor gooda md sanioaa ato« hwrm yaiXdad 
aubattfitial aaount of raacmreaa* iiuriag tbm ^ i rd Plan 
ravisioa of raiXvay faras «d freights md ravisioa of postal 
tarififf yialdad Aa« 228 eroras vhila tha ooatributiari of 3tata 
antavprisas ineludlag irrigation aXaotrioity oad road trias* 
a? 
port uadar^takiars was iia« 4X ororas* Oariag tha ?oarth PX«» 
•aasuraa to mobiXiaa ad<iitiOBaX rasooroaa fro» tha CantraX 
pubXia mtaipriaaa rasuXtad la m additioaaX yiaXd of Ba*4X9 
aroraa i«hiXa Stata antarprisas laoXudSng ^tata SXaotrieity 
Boarda md Boad Tro&sport Coiperatioaa yiaXdad a ravinua of 
m 
Bs.lBft oreras* Ouriag tha Fifth PXw *^ aarXy 40 par eant of 
immmtmmmmmmmmmmmmmmmmmmmmmmmmmmmmmmmmmmmmmmmK0a^mmmmmimmm^ 
at. gygn r^ Ti Itar FIM t X678.^ « p. n . 
sr7. rMfH flyt Urn nm - iJUuidJuUaaAtCxMe), p. 
98. llr«ft Fifth yia« Ta» PXM. Xfr4.79, YoX* X» p. M. 
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totaX ttAditloEi&l rMOuroM wtr* rftlstd by m«tRS of ohangMi 
la raiXvi^ fa7«8 «id freight ratet^ potttX md oouBoiioatlcn 
eh«rg«t 9X«etrieity tariffs «id road trmtport faraa*" 7h% 
8i3cth Flvo 7aar PI A n^asisod raivisiOQ of pricing poXleias 
of public aQtarprisas iaoludiiig rofvlaicn of irrigation and 
elootrioity ratos and rwisioa of boa faraa ate* Prieea of 
Public goods md aorvioas should ba raviaad to ansura a 10 
par eant per flnnom ratusn as oo&parad to 4*8 par cast achiatad 
at prasant* fha Plan also asqphasisad is^rov^aont in capacity 
utilisation md oparational affioiancy through Satroduetion of 
mouam s^ aciagaiiMat taoleiiquaa* fha performffica of public sector 
cndartaldngs in tha Initial yaars of tha QMh ELafi has bavi 
vary disaial* & tha words of Soonomie Survayi "^a sat^back 
suffarad by public saotor undartaklaga la 19?7«78 onoa i«ala 
brings Into focus tha problaais of tha afficianay la tha smaga* 
m«it of thasa undartaklagsy aapaeity utilisation md pricing 
polieias thay ara raqiairad to adopt*.*.* Tha stap vp la publia 
saetor antarprisas savings raquiraa a vast iaproTaaant in 
thair norklag rasults which cannot ba achiavad ualass graatar 
31 
attantica is paid to tha areas aaationad abova"* 
Tins for flnasaing tha eurraat «id tha subsa^aat 
flmji^ graatar raUaiaa eianat ba put oi axtamal assistmaa 
and dafiait flamaiag as tha fomar rasults ia tha larga out 
a»« Brifl rtTt Ytaf r^Lit ii78.89» p. «•* 
31* Oavaimiant af M i a i aaataala fiuMiy.ig7a»79> p* as* 
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flov of forvign vxehaag* for dobt aorvlolag and i t earrlos 
somo polltieal eoaplloatiociSi mA lattor brlaga iastabillty 
Sn tho oooaoiiio systtm* Both the soureos of flame* aro not 
ooBpatib}.o vlth tiui mala objoetivos of ocosomle pXffmSng in 
^dia Tie* 8«lf relimee asid oocaomio stability* Doaastie 
borrowing i s ia^orttfit soaroo of davoiopmflQt flaanoe butf 
t: 
gaaeraUyt i t rasnlts la d^la^im of fUtura rosoaveas dua 
to large p^naents for Interest sfiid rettndlag of loass* Public 
«!itarprise8| as generally they provide Infra^stmeture faolli* 
tieSf aro unable to oontril^te sabstmteally In fin me lag 
developant outlays* % these eireu&stsnoes greater reliaeioe 
upm tfficatiixi beeoaes vnavoidable* 
ftAt 9t Tiitttffi to yanmgani %M yitt Xtar lPai«t 
& the Initial stages of eeonoaie planning too aueh 
di9«^denee open soarees like external assist«iee« market 
borrovlng md defieit flnmelag beeenes uacroidable as the 
other senrees of flnmolng like taxation « d anrplus froa 
publio wteiprises de not hate a strong base to mobilise soffi* 
eiant tfioiaait of reseorees* lut oiee the eeonoi^ r approaehes 
tovafds maturity larger amount of reseorees shoold eeme from 
the gevemmant*s OUR sonrees like taxes md surplus from 
pttblie enterprises* Taxatien is asknovledged to be the least 
laflatieaaiy vay of f Inanelng pnblie expsnditares* the eontri-
bmtiem of taxes In ftemnolng the Five Tear Flans ems be 
studied under tvo heads* 
6 1 
2« iUiaitlonal ttfcatioii m«ftSEar«s i2nd«rta}un la tht 
4iff«r«nt Flf* T«ap Plms* 
A large part of r«v«iu» eolleot«d fros taxes on th« 
rates prevailing la the pre-PIen r^sr i s utilised for meetSag 
nca^PIoi e^enses like interest paymsn^f ncR d^evelopBseQt 
expendituret ncn^Plen deveXopsiont cnepaaditure and malntsnai^ oe 
exp«)diture on the previoas Plan sobeiaes eto« If seeie sorplue 
is acvaUable i t is utilised for flaanoing the Plm* la 
fInmolng different Five Zear Plans the role of surpluses fron 
oarr«it revanues has not be«n very tiportmti partly due to 
lov truilt-in revanue elastiolty of tax struoture (atttooiatie 
incraase In tax revanue vlthout laereasing rates or efilarglag 
coverage etc*) and partly due to large Inereases la naa*pl«i 
expaidlture* There has heea very vide gap hetveen t^e original 
estimatesf md the aetaala ealeulated after ooiqiletion of the 
Plm* It Is alear fresi the fOUoviag tahlei 
as. iieludes aoa-divelei^aRt aiuMMiture en defenee« civil 
adainistrati«| educationt health, housing» eelleeticn 
Of taxes» subsidies on food| fertilisars, eleths md 
exportSf natural ealspitiea ate* 
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fftbX« 2*8 
'CHKSlBlftMiffiwiiiiWBfaJ 
Pltfl 
Total 
oatlijr la 
PabXic 
fi>«<itor (Aetaal) 
BaXaie« f^oa Cuxrant 
Qrifinal 
•9timat«t AfitaaXs 
iliBtaals at 
par e m t 
of total 
outlay* 
First Plm 1060 870 
SaeoQd PXm 467e 3S0 
Third Ploa 8&77 -6S0 
13irea ilmual 
Plm8(1866«69} 6760 866 
Fourth Plot 164871a) 1673 
Fifth Plm aoa03(a) 7340 
Sixth Pitt 69»380(h} 18B89 
38e 
11 
-419 
303 
690(a} 
4fi01(a) 
19*4 
0«S 
-4.8 
4#4 
4*1 
12*4 
iTotast (a) ravisad astimataa (b) oritiiial aatinataa* 
Sooreas* Uy^'Cj 
PP* 
li^msm, (a) 1969.70. 
., /o l . <II),p*94*96. 
Tha tabla ladicataa that oentribati«n of balmaa froB 
aurraat ranraimaa la fiamolaf tha Sa«oiid| Third aid Fourth 
Pitt has ba« Tarx poor* Fi^uraa for tha Fifth Pitt ara cnlr 
raviaad aatlaataa* If tha pait trand ia acMa tediaator tha 
*aetttals* for tha Fifth ttd Sixth Pitt aaF ba aueh lowar thtt 
tha raviaad ttd original aatlaataa raapaatival/. 
hOiila during tho Fiinit Pitt auiplua fraai eurrant 
rovttuaat (uhiah dapaad UHptt tha tax raivtttta oa pra-Pltt ratoa 
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Of taxM) oDntrlbattd sl«nlflo«itly 1A th« total retoaroos 
•oteilltodf oontrlttttieii dttrlng tho S«oQr&a PIOEI was aot 
aatisfaietoiy* Against m orlflaaX estimato of Rs. 3S0 eroros 
this surplus provldtdi cnly 1^*11 ororas irhioh was only 0*2 
ps7 esat of ths total rssouress Bobillssd for ths Plm* th« 
i&alfi factor rospociiillile for tbls was large Sncroasa la tiss 
ncB*Plcn saq}8Qdlture« 2h ths words of B.J. Cholliabi "It i s 
noteworthy tliat whereas the growth of revenues at the base 
year levels of taxation was esEpeeteA to ccmtrllKite 7 per eesit 
of the outlayt aliaost all of It was eaten up hy the growth 
$a noft-Plcn ei^mdlture during ttoe Oecoad Plan periods" 
fhe same story was repeated during the Hhird Plm* 
Against an estlnated positive oontrihation of Bs« 550 erores 
the aetual oontrihutioa was negative — aei aaoimt of R8.419 
erores eolleeted fros the head 'additicnal taxation* was 
diverted for aeetiag naa-Plaa eiqpenditure* In ^ e word of 
Planning CoMtissiflni "A good part of fresh taxfttion mdertakin 
at the Cmtre md in the i»tates during the third Plm period 
vaSf however absorhed hy iaereases in nan*Placi expenditures 
— inelttdiag anoag others, defense aid additional enoluaents 
34 
ifid sUowanees to OovetaMnt snployees". 
34. >«»«h > ! « T..» >1« ~ 1 Er.ft antlto.. (18M),p. 7*. 
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Doriat ^^ Fourth Pltn af alast m origlaal Mtimat* of 
as* 1073 ororea balooo froM otirrmt Twmk\x99 to flii«ieo tiio 
Plan oaKO to Ha* 690 oror«s» iibtplalniag tho dotorioraticii tho 
Ploming tioaffiissim sitatedi " A part of tho a&aitlonal rasoiireo^ 
aoblllaatlm i»d«rtelc«n by tlio Centre and ^ o Btataa durSag 
tho Foartb Vim period v&a abs<^bed bgr inoreasea in nm-Pltfi 
eacpenditure partloularly on the revlaloR of eaolomonts for 
QovemnaQt es^Ioyeeay teachera and es^loyees of looe^ bodieat 
roXlef fxt evacuees from Bmgladheshi Saorease In expenditure 
35 
on defenoet food subsidy and relief frost natural ealamities*** 
During the Fifth Plia ftie eatpeoted surplus from current 
revesiues vas scaled dam from Hs* 7 3 ^ erores In the OFiginal 
Plan to as94801 erores In the revised P i f^ Plea* Besides the 
factors respcnsible for Increase In non-Plflu exp«riditure during 
the Fourth Plan some other f&otors lilce higher cost of Msteriala 
large food and export subsidies md Increased burden of debt 
services contributed In depleting resources for the Pint. 
For flamoing the Sixth Pl«i balance from the eurrmt 
revenues has been estl»ated at Bs« 12t889 ororea vhioh eeaes 
to about ld*6 per cant of the total resources to be nobilised 
36* Bran iUlik ni§ ftlF nm Wl-Ttt Yd* It P* 66* 
ai* fWk fin XtiF ?Xm Wirl%* »* ^^ 
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for tiM Plm* l i pro4«otiiie th* balmo« ttpn eomnt r«T«itt«9 
no alloirsnee h«8 b«i» mftd« for th« Snoidenco of prohibition 
on Statt Badgots* Hb t!i« •zt«it that tbcro is not loss of 
rovoau* on thi« aocount i t would hacvo to bo Bade up froa othor 
sooreoa to avoid a reductioci la ravanue surploaaa availabXa 
a? 
for tha Plm* Thus abaormaX inoraasa in ncn-Pln axpanditara 
has baan tha main faotor responsibXa for poor oontribution of 
*belifica9 from ourrmt revanuas* in finanelng tha Pima* Moat 
of those e^ j^ensaa are matvoidabia* Sxpa^ditura on dafanoat 
larg^ a:ipr^ditaras duo to natoral oaiesciitias md Xarga paymmts 
i'or dabt sanriolng ate* oaemot be aaaily avoided* QmwsS, 
Sncraasa In prioa XairaX has bean tha main factor rasponsibia 
for large Inoraasa In nQa-Pl««i eipenditara as i t results la 
enhiUEioed aBoluaonts for govasnneat aiijlo^aest higiier cost for 
aaterial end larger aalntmanee esQtmditure on the previous 
Pltfts sohemes eta* The itoK vhieh nm9d» eoisideratioa for 
redttoiag non-plm eatpenditure is *diiterent types of subsidies^ 
& ealeulatlag the balmee frsM eurrent revtaue for 
the Sixth P l « provision has been aade for fertilisery food 
mA export subsidiest the total aMont for these subsidies 
38 
darlag the Plan is espeeted to be Rs« 6765 eroree* Besides* 
m jAJiaSL pravision of Hs* 634 orores has bean nsAe for 
subsidies on eon trolled elothf alualalwai ate* While allowing 
a large anount for different types of subsidies during the 
ar. toCt Hn Xm PXc JLITfr-Wt »• M. 
3S* iUA*t p* ^* 
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Sisctb PXm th« polley of th« OoyexnBtat is for c^*^*^ 
roduotloA* & tho vordt of Plsanirig CoMnissloi, *Xt i s 
urftfitiLy noe«8savy to rsduoo drastieally ttio ]noid«ne« of 
•xpXioit md ittpUeit stibsidits la ordor to roloaso P«-> 
39 
sourcss for SaYostsnt*" A genoral policy for v«duetiori 
of subsidies i s ''to support lovi-inoomo ooMiaiqptlcxi md IBSII 
unit Idboar intsasive production* Outsidios which do not 
sorvo those purposos should be phased oot*" 
Beduotion itt aoi-Pln expenditure is not the only 
device for laoreaslag liUfpXus £t<m ourrcant rsv«aiues* Kore-
overt <m cne side i t i s a difficult choice as reauetim la 
noa*PX«i expenditure i s not m easy Job as i t serves some 
importsiit purposes in the eoon<»3r« md on the other sidOf a 
smaii reductien In thssi would not release large anoint of 
resourees for the Pl«i« Other and smre inportant alternative 
is to malce tax strueture aore Income-elastic so that Increas-
es la national InooM are autonatioally reflected la large 
tax revenue «nd eensequently leaving larger surpluses for 
flaemelng a Fl«i« 
As the tax structure has not aheea a sufficient degree 
of 'built la* rermue elasticit / i la different Five Xear Pleas 
»• iMA*f p* ««• 
40* Mik*% »• t»* 
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larf«7 tfiQunt of r«80ire«s ««i« Bobill»«d \xf IneMMing 
rtkt9B of tax«8» oiQ^^diag oovorafo of tht tax, wltMraviag 
oone«ssiiiis an^ l by Satrodnclag ntfw taxts ttnttd •• *aiadl<» 
tl€ii»L tajcatlOEi* B«ftsor«8 W th« PXanniag CositisBioQ* 
Ourlae ttm First PXan A asoant of Hs* 8SS erores 
was mobilised t^ sSAltixmal tax ciessu7«s —Oa* 175 erovQt 
by tho Caatve m^ Ba* 80.4 esoros fegr tba titataa (Tablo 2* 3)* 
Warn tax efforts of tl3» Centrof wbieb yiaXdad Ea* 275 Oforea 
during ti»i PXA periody wore distributad ovwily Qisong ^ a 
variotttt ffloaaares of taxation« Xilte tha surehargo on Inooas 
tax, m Saoraase In ^ a oorporation tax, additional aaeoiaa 
dutias md la^ort dutiaa* & • parforaai^ ea of tha Stataa Sa 
tha field of additienai taxation was not Tari^ «iooaragiRg« 
Against a target of Ba* 230 erores the Statea eouM mobilise 
only 4a* 80*4 erores fres different taxes. Oat of tiiis yield 
Ra. 38*a erores, roughly about half vas reeeiTed by sales 
taxaa* The expected reseurees vers not aebilised from agri* 
eulture* Against m expected yield of Aa. 34 erores only 
RMm $ erores vere Mobilised (excluding Us* 6 erores from 
41 
irrigation rates) froai agrieultural aaeter* Xa the words of 
a* liaas, **Xt vas not vholly due to the faet that theae targeta 
wmf not based on «iy close study of the taxable eipaeity of 
the dtetes* But i t vas nalnly the tax systen of the States 
48 
¥hioh needed laprore«aett«" 
41. naming Couission, mim rf fit§\ flTt l i t f ?!«• (lM7)t p» M* 
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Diuriiif th« S«eoad P i n an aiMuat of Ri» lOia eroMf 
vftt aobiXiatd througb aaAitional taxatlm — Bs.aoo erorei 
Iqr th* GmtJf tttd Bs« 862 erorts bgr tb» Statci* (ta!>l« S»3) 
2fi th« Ccatre th« vaxtaoM tax mtosurcs flemoanotd Sn tho 
7«ftF 10S6-G7 v«7« •a^«ot«d to 3ri«Xd Hs* 65 ororvs la tho 
romainJtos part of tho yo&r md as* 81.6 ororo la ftsU yoftrr 
1!ht80 measuiros inoliadod laoroaao ta siipor tax ratos and 
Inoraase la tha ratas of axlsa dtitias* ^Dorlag tlie &idg«t 
X967-68| QQ tha racoBBHAdatioB of Prof* Saldor m annual 
vaaltb tax «aa laviad* O^ar naaauras to aobUlsa adaitional 
rasoaroas iacludad introduotloii of railway paasengar f ara 
taXf latrodaatlon of asi^andittira tax aid Ineraasa Sa axaiaa 
duty la easa of oamentf ataal Ingots ^  sugart tobaceof oatehaa 
and papar ato* 2a tba tftilon Budgat 19S8»69 a g i f t tax vaa 
Satroduead wid axoiaa duty oa eanant vaa raiaad* Bat addi« 
tienaX raraaua floa thasa atapa vara axpaatad to ba off->aat 
by vaduatian la axaiaa on eottoa taxti la* 'bk tha yaar 1969* 
60 tha total additioaal rav«naa tram varieaa aaaauraa vaa 
aaqpaetad to tiioaat to Ha* 86*6 aroraa — Ha* 80*86 aroraa 
froa ohmgaa la axaiaa dutiaa «id tha raat froa euataa duty 
tfid laoraaaa la vaalth tax rataa* & tha last yaar of tha 
Plan ladiraat taxatioi vaa furthar laeraa»ad «id I t vaa 
axpaatad to produaa a aMi of Ba* 83*6 aroraa ly Introdualag 
48* V* Kiliderf fediai Tif Baff^^T Oevaiaaant of ifidia 
•laittfy ofTCStaTiW); 
6d 
•seise dtttlev oa alaniaiofty eyel« parts and •Iwetrle aiotort 
lite. Custon datlos on aleoholio Xl^agrs ^mrm al«9 raited, 
Barinf the I'laa tt!« states noMlised azi aMltidnal 
anmmt of ls» ?5g crores. Itmrfmse in g«a©ri»l sales tax 
ppc^oeed nearly 60 p©p e^nt yield of the total 2">3oipt» of 
additional taxation pj^asoros tsy th© Stotas. us»vr»fwie fffon 
clifferant tax ae^sares takea during th® rian i s shown la 
Table PtBm It vas realised dorlQi the plan thi^ t States eacmot 
yield raoro froa their taxos tuilcss drastic ehaa^ss are intro-
daeed la the tax straotores. In the words of Ea» liaag, '*It 
i s olkear froa the aettial perorraaace of the 8tat<^ daring the 
aofettfll pegfopiaaiase of the Statt<Mi ^nrSng-tfee First and the 
Second ?lan th^ t^t the hope for farther expansion of revenue i s 
bound to be fat l le under the existing systems of the States 
taxes"t J^ an* revenue end irrigation rates which were expected 
to yield ?ts, 48 eror#s dvivian the Seeond Plan provided only 
Hs. 19«9 erores. 
Additional taxes eontrlbated Rs, ff«6f erores — 30*9 
per cent of total resources ttobillsed for the Third Flea. The 
Centre aoMlised '^ s« 9041P erores (Table ?»9} afainat the target 
of "^Bm 1100 erores* About 60 per cent of this anoimt was iiobi* 
Used froa excise duties* In the Budget 1961-^« UR nev Itens 
44. IttA*t ?• S4f. 
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laoltidljif glfe«tTinm^ c^sw^tlo «nd tollot pif«p««itloni, plattioa, 
copper, line and wlrslest reoeivlnff teta ©to* w»p« broaglit 
ttaSoF ®3rel«e n«it* Hat®« of ©xeli© fiaty on soma Itsmi llk« tea, 
csffse , Keroaene, tateeeo fetches ©to* were iner^^aed* In the 
B8^g®t i9^»63, ftgaiii, nlQo nsw Itesa l ike Iron and ateni 
profiaot, ©leotric cablet ai^ «ii?©8 grai!topbon®s eafl s?eoorfi 
plB|re?s etc . ^^re incXtided in the asciee l i s t md the ^xiatins 
ratea vera enhanced In case of 11 lt^ !^» Inolodiag tolmcoot 
cottonjrasti, cotton cloth and jaatcfees otc» In the aid^et 
1983»64 e»ol8© datlea \mr^ ©xp«»ctea to raise ©edltional anount 
of Rs. 116*?1 erorea* For ralalnf* aboat half of thi© aoount 
(Ks* 55*9 crorf*s> a surcharge of 10 per cent* f?0 per cent and 
93 per e<*at reapectlv^^ly ims levied on 44 Itess hsing placed 
in three cwtetor^es, tmrtng the ymv 1964-68 an additional 
rev^ n^ue of '^ .a, P0.34 crof!»8 vsa expected to be nobiliaed by 
increaaing the ratea of tax on iron and ateel , ootttm^yamtrayon 
and aynthetic flbrea etc. Heavy additional tax si^surea vera 
anafKineed in Auiiuat 1966 to yield ^a. 106 erorea over the reat 
of the financial year and :^. 173 erorea in full yp«r. The 
additional taxation included '^la.lld erorea fro« import duties 
Ra* 11«9 erorea froa eenntervailing dntiea and is* 49•£ erorea 
fron eoceiae dutiea* 
^fforta vera alao aade to raiae additional revenue 
froa direct taxea during the Plan. An anoiint of l^ a* 303 erorea 
«aa nobillaed ty introdueing aoaw ehangea in the ineone and 
7 1 
eofpopfitloB tax«f« 7h«s<» ehftnt*?! ineltidiid lnei*««ffd in rftto of 
foreharge over la* 1 lakti from 6 p«r eent to 10 p«F oeQt«rlt« 
i i t^x rat« over '^ s* GfOOOf intpositloQ of additioml tarehargo 
riling from 4 p«r cent Co 10 per e€»nt on higb<?r Intcomfts of 
indivldttalt P.0 per cssnt sarcbnrg© on th© Inctrae tas payable by 
reglft«re4 ilna 0to# 2n cai® of otjrporp.tion t«x rat«s were 
increase from tts® to tSm« ana a 8at;8r yroftt t?^ later on 
eonv^rtad 6o atar-feax (1964*65) waa Introdaced In 1Q33-64* Inur-
ing tba i^ lan different atepa In eaae of property taxj^tlon 
(incr<»aa« in rate of vealtfc t?x pnd estr.te <lat^) fiolded an 
additional revonae of "^a,19 orores* 
Boring tb© Third ^Inn tb© Otetea cobilised 1«« 610 
cror^ 3u8t QQtial to th© tar^^et fixed for tbea« & large part 
of i*: «ag wobiJisi?^ from Sulss taxes ffla. 4^?? oror^) . The 
datalli of additional taxation from oth«r it©!!® ar«5 given in 
table ?«d Land revenue wac stepped ap in the firat four years 
by eeverBl States l ike t7«r« and Haryaaa. Hater vebiele tax 
and tax on road transport fare eontrlbated aabstaatial revennes 
(Es, 93 ereres)* 
XHiriog the three Aanital Plans (1M6»69) additional 
tax aeaaurea aggregated to raise Hs« 910 ereres — Es. 611 
treP9§ by the Centre and Ha* f99 srores Iqr ttis States daring 
the three year*a period. The tax neasitres taksa by the Centre 
during the jrear 1966-67 vera expected to yield Ha* 144 ereres. 
72 
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Thft mea«uj»»i aanounesd ly tha n«ntral Goirernni^ nt In 1967-6S 
¥©r« expected ta yi<ilfi a total amount of lUi • IPB erorat in 
X9tl7«68 and HSm 151 esroffos in a full y«iar. But due to aoae 
eonofssaions in case of asp^Pt (iutlea aod oxclao duty on aupii*, 
actual incireas© la revena® was saaller. "?b« total net yiald 
In 1067-88 fjfoffi aaSitloiml pasoura® aoMlisHtSon 1^ the Centre 
46 
ma estlmatad at Ps* 107 opo?Ga,« Daring tbo year 1967*68 
various Statet annooneed sosa coneesaiona in land ravenua* 
•^ be conesfsions actually gpantad ty Stato Oovs^naants to lend 
p©V0nu0 ®tc» in 1967*68 wsp© ©xpactefl to coat ^s»lS oporaa in 
that y«mff, l^il® th© yield fpoia th© freah naaaarsa adopted fop 
raiaing additional reaouroea VB» aatiftiatad at ?%liout Ha, 40 
opop«»« fop 1967-68 and I s , 70 cPOPi»a fop 196P-69, ^ a paault 
the additional raafMipea siobtllaaf-^on undartekan by tb* Stat«a 
vaa «xpaatad to ylald « n«t anoont of l a , 9M cpor-'s in tbat 
47 
year and s^ t. 64 cyji-ea in 1968-69. 
Tba additional taxation aMaaap«a announead by tba 
Cantpa fop 1966-69 vapa expaetad to yiald 1M» 98*6 aporaa 
duping tba yaap, Tbia aaoont ineludad Rt« 36*4 afopaa fPOM 
46* Qavamiaant of India, Flanaiiig CoMdtalonat l i l i l t l flMU 
1968-69, p* 17. 
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Union eioifft dati«f and Is* l.9*d ei^res fi^ oai ispopt dtitlM* 
Daring tfe« yemp the Statj«t prapfwtd tn aobilif e Hf. 14 eroptt 
ineltsding H«. 4*6 ovot*^9 froas ravision of Iwlgatlon rat«i» 
IftFgo effort* were oAdo tijr the Centra end Statea to 
raise additional resoaroes from taxes during the n*onrtb Plan. 
The total aaoant of additional rf»foarce isobllSsat>on case to 
Bi, 4S31 erores •«• i^ s* 3481 orores tqr tbe Centre and i s ,760 
erores IQP the States (Table 2*3)« 4boat 66.6 per oeot of the 
Plan outlajr was fioaneed tgr the additl(»wl taisation. Most of 
additional resouroes ease froai Indlreet taxes* During the year 
49 
1969-70 the Cent^ xnl Qovemnent expected to raise Bs* lSfi*d4 
orores hgr different aeasuresy a large part of i t (Hs* 99*6 
erores) Has expeeted fron excise daties. Rev iteias vhich vere 
broQght «ader excise net inelnded fertilie«»rs« preserved food 
and doaestie eleotrleal applianeea ete* In ease of scMie iteas 
l ike Sugary e*ment, eleetrio fansy bolhs and tohes ete* 
speelfle rates vere eonverted to ad valoren one* In ease of 
soae other itens l ike eigarettes, mtor spir i t t Kerosene ete* 
rates of duty vere enhaneed* as* a@ erores vere expected froa 
the revision of rates of Inport duties la ease of fert i l isers 
48* imff P. ^« 
49* Reserve Bank of ladiat 
1988.<9» pp* 1S1*1B4* 
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Aitd labpieatiQi oi l ete. Oat of it* X67 oropes axpdoted to bo 
aobUifoa tbpottgb tho Vnton Badgot for 1970»7X ^ . X6d*4 erorea 
eauM frwB @xci8@ duties and easton Ratios* How excise uuties 
vepe i8$os@d tm eleven items inoladlng aerated vaters^ offiee 
sacljloes and setal oontaioero* Speeific rates were oonterted 
Into ad walQrea on© In ease of artificial silk ^ferioa and soao 
varieties of alnaiQia'a idtb tfe© ©stinated additio?:^! yield of 
Bs, 17 crores during the yetr* Increase in the rates of excise 
daty were exnected to bring '^^ 96 crores, Hates of lonort daty 
in case of eiotor vehicle parts f end indastrial f3?.chinary ete* 
were Increased wltb th© expected additional yield of Hs* 30 
crores, Ont of the proposed additional taxes aaoaating Hs. ?>80 
erores to fee sofellised Ijy ttie W&iQU Qovemsent aidget for 1971» 
fPm Hs* 186 erores were expected to be oobilised by excise 
61 
daties and eostoa duties* In the field of excise duties MB 
nev iteias including pressure cookers t playing cards pbotograpbie 
cameras and raady.nade garAsnts etc. eaae tinder excise net with 
the additional revwue of Hs« 16 erores daring tha year* Hates 
of exeise duty vera raised in ease of soiae eosmodities like 
eigarattesy fine elotbt netor spirit, liquid petrolem gas,soap 
and coolers etc* Hs* 64 erores were expected fron rationalisa. 
tien of ioport duties and increase in rates of cotton duty in 
60* R*B*Z* Benart an C f^»*tiay and yittanea, 1969.70,pp. 166<»167. 
61* !iil9a tovfrMHHIl ftrtlfIt 1971.79. 
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«•«• of dry froitf t aotonoMla parts and oloves Qte* The Ottioa 
lmciK9t for 1^?P»7S provided ftdditionaX tammttn of tt»« ord«p of 
!»• 1P3»P erores •— !»• 1^4»7 ororts fron ?»xe^ »@ datl«»t ?S 
6? 
ororos f?oa eustan dtitliis and the raat bar direct t;a:s aeastipea, 
!fo9t of tbe additional ravense froa exoiae duties mm espeoted 
to evm fron ratioiaClisation of datles in cass of onfinnQfacttt?-
ed talHiceOf eigarattesSf osjseat and a tool Qto» as^ S tacr^is® in 
rates of duties in case of fertiXiaersy lubricating ol l f 
Kerosene ©to» Inei'eaa© in the rognlatory duties in th© field of 
eostoai duties vara expeeted to bring 38. ?8 crorea daring tba 
63 
year* The Onion fidget for 1973-74 provided additional tax 
aeasaras to yield Bs. WP orores during tba year — share of 
•xoisa duties being 'is* IIB orores. Some new itoms l ike Carbon 
blacky wire ropes and caustic potash etc* were brought under 
excise net* The r^ t^es of duty vere increased in case of Cigare-
tteesy petrolf «»leetTlo appliances l ike refrigerators and air 
conditioner etc . Hs. 1B6 erores ver«» expected to be mobilised 
by revision of rates in ease of costoM duty oo !iiachines« rav 
cotton, copper, stainless steel sheets and nylon yam etc* 
Thus dnrinR the f^ u^rth Plen major efforts of resonrees 
aebilisatioa froa additional taxes Igi the Centre vere conccatrat-
ed in the field of excite and costoa duties* During the whale of 
,t 1978*79* 
for l»7»-74* 
C^ >^ *^ ''^  J ' ^ ^ 7 7 
tli« Pita exQise and oaton dotlM yielded an adoitiontl aaoimt 
of aa« S16S orores and Rs« 866 oporaa reapaetivaly* (Tatae 8*3). 
So8@ additional resoureea (Ha* 444 eroraa) vdva also aobiliaad 
bsr introdaeiog nmm okftagea id the direet tax atraetave of tbe 
ooontpy, Curing th© year 196&-70 ineraaao in tb© rates of incoss 
tax and sarchaga on it nar© expected to s^eld an additioiMkl 
r©v@mie of ^ .»» 17.3 ar^Tf^n darins tb© yaar. la tbe Bidgat 
1970-71 tha es^pginal pate of personal Ineorae tax ims raised 
fpoa 76 par eant to @6 par cent and rarerinal rata of vaaltb tax 
was inereasad from 3 per eent to 6 par cent and botb thase 
measures ware axpeotod to yiold tm aGditional revenue of Hs. 16 
eroras during tba year* In tbe t7nion Budget 1971*7^ tbe rates 
of wealth tax vara raised and fierginal rat^ «ras inoraaaad froa 
S per oent to 8 per cent, This step <wEpeoted to yield ?ls« 14»S 
eroras during tbe year. In tbe field of personal ineoaia tax 
surebarge was inoreased from 10 to 16 per eent on tbe income 
exceeding Hs. 16|000 a year with the expected additional revenue 
of "^ s. 13» eroras* The aajor steps for Additional taxation in tbe 
Budget 197P«7a were in the field of corporation tax* During tbe 
year the provision of special dedoetioB of 6 per eent profit of 
eoapanies engaged in priority Industrieswas withdrawn with the 
expected additional revenue of Bs* • erores during the year* 
Other neasure tnelnded increase of sureharge froa ?*8 per cent 
to 8 per cent of the Incoae tax payable in ease of oonpanias* 
The aajor refom In the field of direct taxation in the Obion 
Budget 1073.74 was the Integratian of agrianltural and noa-
78 
agriealturaX InomM for datemiiniag tb« rate of tfix in e«««) of 
noii«agrlealtaral Ineoae* This step \mB takan on ttie raooBcsadii* 
tion of the Uanehoo Coamttea* luariiig the ^oartli rian the aieps 
taken tor the States for additional resottroes mobilisation fros 
taxes irere not as itaprossivo as these vere in ease of the 
Centre* The sain deterioration ims in the fiel^ of Qj»ricialtaral 
taxes which ver© chnrr^etcrissa by l^rge concisions aiioanting 
ns . SO crores during the Pl?^ n, r'ost of the addit-toaal taxation 
fflsnsQr^s tftfeen by the ntates darlni* the I'lan wwro in the n e l d 
of sales taxes and state excise do t ies «bieh yl(*Id?»d I s , 907 
erorea and Rs. PtO crores rospi^otlvely out of tho total addi-
tional tax revenue of 38« 780 crores laobilised daring the Plan, 
(Table P.8). 
Paring the '^ftb ^^ lan an additional aaoont of Bs«7750 
crores vas aobilised through additional taxes «>•• 4734 erores 
by the Centre and .^« 3016 erores bgr the States* Tha major part 
of the additional reeeipts eaae froa adjastaents in excise 
duties and sales taxes. But a larger part of this additional 
taxation was dae to abaoraal increase in prices* In the verds 
of Planning Coanission, *^he abnoraal price rise iihich occurred 
before the eoaneneoiaent of the Fifth Plan and ccNQtinued in the 
early part of the Flan p«riod, facilitated changes in the rates 
of sypeifie taxes as also ia fa res« frieght rates and tariffs 
04 
etc*** Oat of the total additional taxes aobilised hgr the Centre 
S4. Prtft fift Tttr PUii Itmrflat p. 8». 
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Olt,47M ororm) n i . 9940 0Pt)r#f, !•«« 70»6 par e«Qt of th« 
adaitloaal taxes ver« iniitad thrmiih umioa exoise duties. In 
tb« Itoioii Boaget for 1974-76 mtes of excls?* fiuty mi Clgawie-
tt«t seoDtersy ears and telf^vision sc^ Dts ete« «F9re increased* 
?90tti pistSf @l«eti*ieal staiapingf taipn rae^rders ®te« were the 
new IteffiS bpougbt onfisp exolso net. these ohangt^ s ware oxpeoted 
t9 Field :?s. 19?' c?3??s daring the yesF. In f^ Qinist 1974t ^ a 
8appl@!!UiQtafy Bodget adOltional emoont of :is« 166«56 erores vas 
proposea t9 be aoMlised through excise duties. 09pper» {slne» 
nylon and synthetic fibrest cigarette, cement wem in the nmin 
itesis on ^ i c b rates o^ uuty vere s?ais®d. ?b© tJaion Budget 
1075-76 proposed to mobilise Hs* P60 crores from escisa duties. 
Tea, sugar, tdl^eeo, patrol, esment find air cond5 tlon^ira vere 
the H!«in itofss on which mtes of duty were raised. Important 
steps tak«i by the Qoveriment in the t±^l& of sxcis© duties i«is 
the universalisation of the levy. In the Tteion Busiget 1976-76 
a geni^ral excise duty vas introduced vhioh eoverad .ill the goods 
which were not under the excise net. k RMiinal rate of 1 per cent 
on these ctHnaoditles was expected to bring additionnl revenue of 
the order of Hs. 94 crores. the reaaining tvo years of the 
Fifth Plan were mderate froB the point of view of additional 
taxation ia the field of excise duty as aa additional revenue 
of Ks« 70 crores and Rs. 90 crores vas •obilised froa excise 
duties during the years l»76-77 and 1977-79 retpeotlvely. The 
only oajor steps taken in the field of eustoa duty daring the 
l^ 
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r3jo period tr»re in the Union BaSget 1974»7S and lfif7&*76. In 
tti« year ig74<»76 tha rate of auatlUarsr dttty In tb« oi idle slab 
vaa Inerefiffed froa 10 to 16 per ef^ nt with th© esy«et«<s addil* 
tloaal povenu© of tla* 16 cr^res and tbe rntee of <2atf on whisky 
©nd bmdy ©tc* were Increased So miae :is» 4 crorcs* In the 
IMdget 1976U76 rates of coaitrfsSilas <^ aty were t!3er€*ftsed on 
ooppery sine to yield an ©stra revesne of I s , 84 orores. 
:to the field of direct taantioa th© asjor step taken 
during th© Plan was to lo^y an interest tax on tbo antor?^st of 
ec3«BK©reial bonks and Sb© csrr<?oted cddifcional rc^ou-o in the year 
1974-75 %ras !18« 60 erores. Hates of wf^ alth taK irsr© inoreased 
in th© Bidget 1974-76 end l»ter on in tho Budget 1077-78 to 
yield additional resources* In tba Bad^et 1977-7S an additional 
aiaoont of Hs* 9£i arores was expected by Inereasl^g r-^ te of sor^ 
charge on ineotse tax from 10 to 16 per cent on a l l levels of 
Ineone and by increase in the rates of wealth tax* 
ka eonpared to the earlier Plans the efforts of the 
States to aebilise additional resources fro« taxation during 
the n f t h Plan s#<»ms to be quite inpresslve. But aost of the 
BHHisares were undertaken during the f irst three years of the 
Flan, the position i s clear froa "^able P.4. 
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f^JMOTfl TfytUon !nr ^nt ^tty^ti Pgnng ^W rwt> fj^n 
fls • ^'V-o V -(J,, 
^.•fcla«t«d PiPtt 'jsr^etefi yield 
*^ axds 7ielA ov«]* 3 years during tlt« lat t 1974«*i^  (1974-77) twD years (b) 
oi isa izi 
! • ^gffSculturel taxes 
P.* 8ale8 Taxes 
Bm State ':aci8© 
4* 8ta!!!p I>aty 
5. IJax^ ss oa ?fotor 
Vahielea 
6* ^.nt*»rtaiiiseat taar 
(a) 
7* Other taxes 
?>«? 
14U 
P7B 
195 
589 
140 
465 
371 
1157 
S33 
fJlO 
e69 
368 
•l?>4 
P54 
4S 
•10 
-M 
S9 
87 
Total 3016 «7ffi f»91 
Notest (a) inelude eleetrleity diity« eesses and porehase tax 
en Sugar ease ete* (1>) as a result ef 1977«78 
aeasttres* 
Soareest (1) PlUft f l f f Ttlf ?lm IffTerMt P* "H.. 
(^) n f l t ntft Tttr nm Vn^n* ^naexure 9, 
p* 107. 
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Thilt the aiuiaaX ava]*ai« of addltloaaX tixxatioa bgr th« 8t«t«t 
vhieli WBi Bf« 90B ort»r#t tf^riog tb» f irs t 3 f^ra of tli« Plan 
eaiie dovn to B8« 148 opopes dopiog tha I^st y<»ftr of th« Plan. 
?b® annual pl^n outlays of th© Statat In the yftap 1977-78 
agg?e|fatlnf R»» 4706 OPOP'^ v&ve fettled after tiklng into 
aeooant the ctKWilttfwnts p.v^t% ty the States for n.Mttli3imX 
66 
p(^oapee otobilisatlon of B«» f!79 crorea during the sr#«p# Against 
theae expeotationa the additional jrield fpoa the f^ge t proposals 
66 
fOP 1977-78 was estinated only at Be. 65*1P erores. 
The Sixth Plan seeks to fsoMlise additional resoaroes 
of the order of Hs* 13«000 erores by test and non^tax measure 
— Bs« 9000 erores hy the Centpe and Ha* 4000 e -^ iMHi JB^ the 
69 
States. Ih case of C€?ntr?*» for iBoMlisatlon of addition 
resourees from taxes the Plstiilnt Coamission sttfgeated ration* 
allsatiwi of dlreet tax straeture «s v«l l ss eoamodity taxation 
^or rationalisation of dlreet tax straetore the Connlssion flsade 
the folloving three suigestiens. 
(a) ^^fforts should be Mde teiwrds r«Klaeing tax 
avoidanee and evaslea. 
(h) The degrea of progressivity in the direct tax 
systeBytpartiealarly ia eaae of wealth taxf 
abovld he inereased* 
«•• OsvepMent of India» i^^BMlit ffttWff IfTTtTftt P* »•• 
M« ^^^ ffiUftlBi lloVMher If??! p* 763* 
67. »fiit nn im fton liHrMt P* S?. SB. m * , »• it. 
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Tb* CotmaiasioD pointud oat th« spaeial rol« 9f 
Indimet taxation In the efforts of resoareo aioMlisatlon* 
^or rationalisrtion of indirect tax atmetar® at tha nentra 
59 
tbe CtHsnoisaion recojweadafi tfe© follmdng* 
C«) In th« field of excise taxntion pltbr^agb tba 
affiin ?»fflpfeafl»K«i WLS on i:^t;i«cr!li«ttion yet eoa® ^^.fm tncre'ise 
v&vB 8Qgp?eatea in caao of iofiivifitsal items, pcptlaolaply in 
tba category of iteas "othes^wlso iinspeelfiei", 
<b) Mditional pcaotapce aobilisation fpoa import 
duties was <ssp©etad daa to solectivo l ibomlisat ios of non-
laxary imports and greater use of tariffs for regulating 
ifi^orts • 
m the field of State taxes the Coosmission emphasised 
the need of additional texatit« froa agricttltural seetor. In 
thff «o^t of the Commission, **Wlth greater emphasis cm agriv 
eoltttral development in the new Plan and gaaranteed support 
prlees for all najor erops inetiase aeoural in mral areas wist 
inerease farther* There i s therefore a strong ease for enUing 
apon the agrieoltarlsts to iiake a larger eontribation tovards 
the financing of the large pnblle seetor dev^Iopnent outlays 
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of the n*m (Sixth) Plao." The Coanission sagfested to exanine 
84 
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tll« pi»eoiwr!«ndatlon of th« ^ 3 CtHwuitt^ e mhtmt aflrrletiltariil 
holdinga tax md fapth«p, po ints out to adopt ofch«p ra«aa«r<»« 
lik« aurehaf* on land rdv«na« i f renMriendatiotit of th<i "^n^ 
CcHSBiitte® fire not feaaildA* !^% Comstissloii also sug'tected 
imposition of {^ i*k0t QMses on the arrival of agrloQltor^ 
prodQots la r@|^?.te6 m'^f\iB%o as this step has h^t^m sacopsf^fol 
in sois@ Sti&tes l ike i anjAb« Har^ie tiaA Er.rzmtka in aobHisa* 
tion of additional resonroes* 
6S 
m the field of sales tax Sixth Plan recoameoded 
streaaliains tas adsiinistration for rQ^ncing lea&a^©| rational-
isation of rnte fitrneture in different States» f»tid tfeeir fsariao* 
nisation on Ronal basis. 7fee Cosimission also emphasised to mop 
up reasonable share of the enoansious eapital gains in land and 
property values in and around c i t i e s end toims thron^h suitable 
taxation n«Rsures. 
While the efforts of the nentre for additional 
resooree Boblllsatlon duriai the f irst tvo years C1978-79 and 
1979-80) of the Flan vera eneoaraginf the States again lagged 
behind. Tax proposals nade la the Uhion Budget for 1B78-79 
vera expeeted to yield a revenue of Rs« 490#5 erorest but later 
«!• CbveriUMat of India. MUistry of ^'*''"**T CMjlJIft m 
T*Mfcii»H af Aarlttttlfearal Health sod Ineasie (MTS). ohaa. 
•9* ItelMI Mit I IfHhTg* 
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aa au9 ^o sooie oone^siont aiuiooneed hy ttf Qorerammnt tht 
adiiitional r«souro« noMlisation i#s« put s t Hs« 474»S eroroa** 
Ha* f6«6 ort)r«a from diireet taxaa and Ha* 474*6 erorea froa 
exeia® esiti ouaton dutlita* In tlie fiold of direet tsmm vhile 
incoae tax ©nd wealth tax pom-^ lned ontoaehad additional pe-
8oare«!8 wi!P© expwtcci ly withdwiwia?» conc^seloas f?om coapaoF 
taxation. ''21 th© expcmdita?© on edvsrtf.ac^ent n d pablieity 
in exoeaa of ^s , POtOOO pa? aanaia wsa diaallowed. Tbia aaaaur© 
naa @xp©et©d yield tis» 81 opopes dQpin« OQG F«ap« Soa© coneeaa-
ioas ^Iven to dovsloy «?xpoPt isap!«:©t wop© withdmia with th© 
oxpeeted edtlitlonal rovona© of "^ s* 10 oropes dapinr? 197E-79, 
Dn© to abolition of Interest tax and aom© ooneesslona in ineos© 
tax fop long tora savin^a net additional ppoe©ed8 from dipoot 
taxaa ymm ©xpeotad at Ra* P6»B CPOP©9 tiaping on® ysap. 
tba najop paeofMendationa of tba Uaion Badgot 1978*79 
in tbe fittld of axoia© duty vape intPoduetloo of axeiae duty at 
a pata of fi paiaa pap IM-boup oa aleatPlelty genepstad vitb tba 
axpaetad yiald of Rt* 149 cpopai duping ona yaap, axeita duty 
on eoal vitb tha axpaotad yield of Rt« 88 eporaa duping 1978->79t 
inapaata in tha pat^ of ganapal axeiia duty andap itaa 68 of 
tba Centpal axeisa tariff vitb tba axpaetad pavaaaa of Ht.lOO 
apopaa during tba yaap and introduetiim of a apaeial duty at 
tba pata of 1/POth of tba baaie axeita dutlaa eollaetad on aaab 
itan in tba Cantpal axelaa taplff and tba naaaupa %faa axpaetad 
to jriald aa additional pavaaaa of Rt* 9l4t ePoraa duping ana yaap. 
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liii© to diff«r»Bt type* of r«lt©f» l ike «ir«iBptlon of SgialX 
8c-31© S«etop from the levyi exemption to pov©r drivrn poa^a 
from ©JSf!l8*» duty th© n©t Addition.^ receipt froa excis?^ nnd 
custom dt}ti©s vat esreotea a t Hs. 474 erores* 1!h© Ohlon Budget 
for 1979-80 origlfiallf pi?opo8®d to eoblXia© :i8» 66S oi?orea 
fpoa (i lffep^t is©a8u?efl bat doe to eoa© concessions ©anoaaced 
l®ts? on the eddltioiml proceeds wf^ re c^i^Qcteti a t T.s* 649 
croros (^ opinj* tb© year. B i f f c r ^ t oteps in the f ield of direct 
tas©8 inolQdo increase in tb© wite of sarcfcsrge on ineois© tax 
froa 16 per cr»nt to PO per ceat on e l l levels of iacoai©» increaee 
lo the rat®9 of we^ltfe tQx» inereas© in tb© rate of turcborg© 
in ca«o of corpopaticm tax fpos 5 n©r cant to 7»6 per eent-ai^d. 
introduction of a levy on g^ost r©c<^ipt8 of luxury hotels ©tc* 
The t o t - l addition to revona^s from a l l th#s<% tax laeasur©! was 
©xp«oted to b© H8* 101*;? eror^s in a f a l l yaar and Hs* 68*6 
crorns during 1979-80* In th« field of ©xelso duty rates war© 
inoressad in eas© of luxury and s»ni*laxary items Ilk© eosmatlcs, 
a i r eoaditionersi St©r©o and bi<*fi ©quipnantSt bigbar priced 
talavision satt^ radios and radiograaSf pressure oookersf s taa l 
furnitoret cart and seootars ate* In the Budget large anoont of 
additional resourees were proposed to be MBbillted by upward 
revision of excise duty rates in enwB of petroletu products* 
«4. Thf Vllign gBaggI 1»79.80. 
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71ioge ptQpm'ilt VAP^  »xpeot«d to yi®14 an addl^ioiuil rmemm 
of H«« 2S3.P6 eroref under Ceafcr l^ exeise «ad ^». 66»7 eroret 
oad-^ r Custoi dutlts , b^f* vsttfi of general <ixclge daty ia caie 
of itea no, 6B <it®wi aot otfe<»r'*'l«© apeclfie'i) was iacreaead 
froffl 6 pep ceat to 8 pep cnat ad galapem with the esijected 
adiiAtlonal p®vfia«« of Ha. 100 cropes. Xn tfee fi«»Ifi of castoa 
duty Is* ^ cpopes w r^ exi^ected to b«? faoMlissS tjy wltbdpsv*-
ifij? ©xercptlon of o«mit«Pvallln.^ duty In mnn of ctj'^t^ltles 
incladed In Ites 68 pf Cantral ^xcisn r,ct 1944* 
The efforts of tb© St^ites for atiditionni tassatloa 
dapinji tb© fipst tim yesps of tfeo 8iatb Mftn %r«pn very poop. 
A|»8in«t a tapget of Bs» 4000 to be aoblllsed !^ the States 
dupia?» tb© aisrtb 1 larif daring the f irst yeap of tbe i^ lan 
(1978-79) i l l the States aoblllsed oaly K8.68«8 c?op©s» iJttPltig 
tba year 10 States AfiatHmeed ra«astxpes for addltlooal pevenae 
Kobilisatioa to the exteat of Ks« 68*6 erores vbile Assam and 
Ottjpat g*v<» eoneestloos in the existing taxation to the exteat 
of Rs. 4»6 erores and as* 5 erores pespeeftlvely* /^laoitall the 
additional pesoQpees vera ppoposed to be p»1sed tbrottgb eoimnodity 
taxes and aaonff thea Sales tax alone accounted fop Bs» ?6*6 
erores. Ho additional em99wm99 wire proposed to be mobilised 
fton agrleulturnl taxes like ^and reeenue, agrleultaral income 
«|« H.B.I.> H t^Pirrl **• Cnrgenay and yinanee. Ifl77«7g. p. 188. 
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tax ete* Inat'^ ad of moMllilng adtilttonal p^Durees trtm this 
aeetdr eotiessalona eoottfitifig Ba* 9«67 eroret v@r« grantfid in 
land rmnrm9» 
DariQg the year 1.979«*8D though SOBS® 8t .tea todk bold 
ateps iQ the filpeetion of rduitioasl resources o^bllisstioa 
yet tbty l e f t isrge imc9v?!re^ pips. I^VG States ^IKS Earyaas, 
Eamatekay ^Inharashtrai 0ttar Pradesh sod tiast Bengal proposed 
to aobills© addltlonsl taxes r!^uatiQg '^ .a, 8,79 eror©St n8»30 
cr-^r^s, "^ 8. 44#9 crores Hs. 60.P crorc^s end r,s, ^ , 0 0 orores 
respoetively yet thes® States l©ft iincoverod Rsp in the re* 
souroes of th© order of Hs* 15 crores, l a . 76 eror^ ^St ^ i^*66»9 
67 
crorf»8 la» ?»7»9 erorra and le« ?ft«6e crores resff^Jtlvely. SOBW 
Stnt#» llkfi ''adhra ^radesh^ Earala, I*adhyr». Tradesfi and ran3«<b 
whioh laft aaoverad «?ap araoantlai Ha« 74.8 ero"^, Ra«l0«64 
crurast ^ . 19.4 croras and !»• 43.© eroraa reapf^otlvely propos-
ed OB additional taxas aftasaras in th«»ir badgats. fba basie 
dafaet of additional resoorea iMbiliaation by tha Statas during 
tba aaaond yaar of tba Sixth i-lan (1979*80) was that tvo fielJa 
vis* agrioaltaral taxation and Urban propaty tax vara givan 
llbaral traatamEit* 
Mffarant Statas triad to laposa additional tax bnrdan 
on riah fara«rs, bat thair strong lobbias In tba ^ssanblias did 
M* llEJLi** P* 186. 
67. § t t U ftKtgfftt far IgTIKgQ fof «»• raspwtiaa Statas. 
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not «llov to bave n^Jority sopimrt for tbo goveramf»fit« Rajas than 
la i t s 1979->^ badget pFopos«;d a PB peroent iaop^uie in Xaad 
rev<?nae io th® areas utiar® ssttlen^nt pej^od expired ov«r three 
years ego ai^ an ad hoo Inoreas© of Bs. l,»50 a Metia in areas 
vbieh hp.v© b«»?n provided irt.tb irrigation fae i l i t ies after eoas-
truotlon of nm^ o i^^ XSy ^ t b an frnpoateA a6flttio*i»l revaaaa of 
Bs. S«6 crorf'Sf but both tba proposals w?»re witbd:7atia da© to 
s t i f f opposition even fro® tb© ruling p«^ rtF» Hary«aa» in i t s 
aifigot presented to Btat?? Asssably on f^ r^eb 7* 1979 proposed a 
flurcharga of J%3«3 per oeat on e l l boldings above 6»6 scrcjs witb 
tb© expacted revonne of ^s» 1.3 croros during XUTQ^BO bat th© 
Qovemm<5at bad to xiithdraw tfee pro??»sfil due to strong lobbying 
against tba iieasure* Daring tba yeari Qn^rat announced a tax 
eoneession aaounting Ms* 6 orori«s to rieb farfiars and only 
Orrisa and V^st Bengal proposed SOSM additional taxation fron 
agrieultora* (^rissa proposed eess on land revenue vitb tbe 
expected additional revenue of Hs. e«I8 eroreSf and Hs« 1«1S 
erores were expeeted to be aobilised tgr ap%mrd revision of 
irrigation rates* West Bengal proposed to levy an agricultural 
holding t«x as suggested by tba Raj CoMiittee but tbs expeeted 
additional revenue «as not specified in tbe Budget. 
luring the year no State proposed tax en urban property* 
Larger part of additional taxation was proposed to be nobllised 
by rationalisation of sales tax rates* Mabarasbtra, Xamataka 
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and trttar Pradesb propo8<}d to aoblllse Ht» 3!^  orores Bs* Id 
cff©p«8 end Bam 8»?6 OPOPQS x>espeoti9$lf« PuriQg tli« y«ap 
(1979-80) fteharashtra ppoposefl to aobllis© Ht, 9.16 CPOP©» 
Igr bsaviep doty oa 11QUOP» TO soot tb» loss in povenu© do© to 
problMtloOy Ottep Pradc^ b amioonood Increase to lieene® fee 
oa HQOOP Bbopt Mi%b tb© espected adSitSonal p©vcaa© of Rs. 
11»40 orores* Sosio States llli© Orlssa ai^ Tfttar Ppadesb laoblo 
Used 8081© additiooal resooveei W Qpvard revisions in tbe 
pates of ©leetPlcity dtsty# 
FPom the abov© etady of POX© of taxation In fioanelag 
tb© Pivo leap Plans th© folloidne coocliisione fssy \m dpavot 
(1) Altboagb the dpeaa of Plaiolag Coapjisslon visnal-
li©d :t J eh© ^pst Plan In tbe wopds, "tnx policy ta India must 
b® dasi^nad to pais© tb© I©v l^ of tax pavcnue to ranet tb© Q««d8 
of davalopcmnt^  O8!M tpita in tb© ©scb rian yat «bat©vep gpovtb 
in tax p4!tV3nt2© took plae© a lapg©p papt of i t ims da« to dis* 
er©tion«!7 sMMuiapoa lika ebanfffs in ©xiating tax patest widen-
ing of tax bftsai and iritrodaetien of nmr taxat ©te»t bpoadly 
tapitad as 'additional taxation* by tba 1'l.miing Coanission. 
Wba|©v©p tax stpuetape was sbapad ty ateb 7iva T©ap Flaa did 
net show a *1milt»iQ P'?Yaaaa flaxibility* saffieiont to finance 
tba incpaasing sis© of Plan and non-Plan axpanditor© in tba 
sttbaa^aant plans. Tbapfffore, tba balanaas fpe« euppant pavaouast 
on tba ppa-Plan patas of taxation eoald not eontPibitt© saffiolent 
8 1 
•aount of r«fOtt7oea for ftnftnolog tho plant, partlsr da« to 
lov dfigree of reveztao flexlbllitir of tax ttruetaifo and partly 
dao to Ineraasing aisa of noa-plan capmditure l a eaeto Plan. 
This fact la clear fro» the Table P*5. 
Eolg Of ?iat9i to ;infiginB HM Fiv^ Xft^ r, ?^ fi?n 
R ; ^ V 
Sorploa 
fron 
earrent 
(at pro* 
Plan ratet 
,Ot,T.iIfil 
<^  •"---<-, 
Mdi* (4) as (6) as 
tional pareeiit pareant 
taxat* of of <e) i?laQ 
Total 
oat* 
lay 
PlBwtneeeT 
l^ Taxas 
r*otal 
of (4) ft (6) 
TPT (f?; cff^  ~?7y ST m 
First Plan 
Saeond Plan 
•^hlrd Plan 
Tbraa Annual 
"lans 
"^ Biirtti '^ lan 
Fifth Plan 
1960 
4,678 
8,677 
6,756 
16,487 
99,2K>3 
6S7 
1,063 
S,P33 
98P 
11 
•419 
P56 
1,06S 
?,66? 
9*4 
••4»8 
1,P13 909 
4,9ei 690 
1S>,651 4,901 
910 4*4 
4,991 4*1 
7,760 ll?.4 
19.0 
P9»B 
90.9 
19,9 
S6.6 
19.7 
Sttttra»t f abla IP.e and Tabla e«8. 
It i s claar fro« tba tabla that eontribatlon of *addi» 
tional tax aaasuras* has baan wiali largar as eoap«rad to that 
of *sarplttsas froa onrrant ravannas* nbleb rafaat tha built-in 
ravMiua flaxibil ity of tba tax straatora. This sa i l s for tha 
axaaiaatian of Indian tax straetura and to find out ways bov 
rvfnvm flaxlbillty-aatonatia ineraasa in tax ravawM as a rasvlt 
of ineraaaa in national Ineoaa, ean ba inaraasad* 
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(8) Bi tti@ ©ffofftt of additional p«toap«a i^bi l isa^ 
t iea during %h@ Fi9$ ?«&p Plaos iftill® «ls« i^ @rf9?i@iiie@ of eh@ 
CentJpal ssctor had feeao aatitfsctopy th« 0tat©f lagged raiob 
betJtEid ttj© tsoreots. On© ffcastm fop fchls c^y b« that th© 
Ceotr® possessoa arare flejilbl^ taxes lik© tfeioa oselse dtttles 
aM eojTpopatlaa t ss ©te. Isat tSjo foot i® tbot ^afe©^©j? p©« 
soapcoa heir© bs®B assigaad to States bad not been ppopeply 
tapped, ?6ta.@ ^»6 iadteatas tb© targets ©od acble^oEjeat© of 
additioiml posoaress aobllieotioa (oaly tax sotapoos) tjgr tb© 
C©Dtr© aad th® ©tatas* t^ goaoKxl troad bas beoo tbat tb© actual 
amoisat exceeded tb© targets tn case ©f tbo Coatro ^11© I t 
lagged feoblad l a cat© of tb© Stat©f. leaping tb© Plpst Plaa 
«tb« C©ntp© vas able to find fttm correat povenaes R8,148 OPOPOS 
SKIP© thaa tb® Plan tapgets peqalped, ^11© la tbo Stctes tb©p© 
vaa aa ©^ual sbopt f i l l * fbts sbortfal l l a tb© 0tat©8 ooeuped 
la aplt© of tb© tpnatfap offBa* 80 aropas, OP aoy to tb«s 
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undap tb© i*lnfiac© Conttl«8ion*a anapd, Baplag tb© Becood i'lao 
I t waa ©nvlsagad tbat th© C©itP© aad 8t«t«t voald ©^aally sbap© 
th© addltloaal t«x p i ipan t lb l l l ty . Bat th© data of ae ta i l 
p«fonpefts aoMli ta t l^a Caddltlonsl) pdvaalad tbat tb« additlon'^l 
tax yi#ld of tb# C«ffitpe nag IBOP© tb«a thren tlwaa tb© yii^ldf 
of tb© States (Tabl© P#6), 
ntyify af ttif f l r t l fiTt Ttag iPXtn (i9e^)$ m^aXk'* P«?&« 
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MditlMMtl T»x«tiiMi by the Cfntre and B!fa^ «^  
::if. crores 
Centre I States S Total 
Plens 
Original x Original t 
Tf tiaates i^tosl | '"stiaatos Actual | Acti:^ 
^raft Plan 
B@eoad Plan 
fbird Plan 
Tterea j^rrasl 
Plena(1966-69) 
Fourth ?len 
?ifth .''Ian(a) 
Wot—t (a) For 
160 
450 
1,100 
6S6 
StlOO 
4»aoo 
178 
eoo 
pf<MS 
611 
3,481 
4,734 
gso 
400 
610 
4P6 
1,098 
R,660 
Fif*» Yeart (1974»79) 
Soarttaai B&mm AM in Table f>.a 
eo 
f»SS 
610 
699 
780 
3,01d 
668 
lOSg 
P65P 
010 
4?^ 31 
7760 
Daring tba tbird ^aen tha States could roaeb tbe 
target but tba aaaunt of aadltional resourae nobHiiation vas 
•neb below tban that of the Centre* raring the three Annual 
Plans (1066-69) and rourtb Pl^n also the efforts of additional 
taaration by the States vera ameh lover as eospared to the 
targets fixed for then* 
94 
Tboafb th# tarf«fe of additlgn^l rf^ floupee aioMIleation 
Iqr the Stftt«t during tbo Fifth Plan vaa surpfttsad avtn doring 
the f irst thr«9 years of tha ?1JA^ a lerga inortaaa in FAvenaa 
vas due to heavy inflation in these years, n^ one study of the 
69 
Beserte Bmk of l ^ i a , trends of tax receipts during the year 
1974-76 and 1075-78 vere extainad at 197P-73 rates of taxation. 
It vas found thnt the grovth in States oun tax receipts at 
X97S«73 level of t^xes shoved deeleratioa and recorded a grovth 
of only 9»3 per cent, daring 1974-75 over tha previous year* 
Eowiver, ly raising suhstaintial additional resources, States 
could ctsintain the iapresaive growth of 19 per cent in their 
oun tax receipts in the taffle year. The study also pointed out 
tha lov degree of rev<»nue elast icity in ease of State taxes. 
l e t the study spe^k itself» *• A point which requires eaphasis 
i s thet the structure of State taxes is such that tax revenues 
70 
do not respond adequately to growth in national ineoeie.** 
Inuring tha T'ifth Plan sona States widened their tax 
hase hy introdueing new taxes l ike agricultural holdings tax 
by BEaryana and Hiatachal Pradesht profes8ion)al tax Iqr MUharashtra 
and Nidbya Pradesh, Urban land tax and tax on BUlti-story 
89« HM t lHirtni Septeabar 1976, p. 841. 
70* ifelA*f P* ^^* 
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talXdilQgs Iqr V««t Bengal and Ct^iof on narkiit arrlvalf Iqr 
Pnojaby Earyana and Kamataka ate. y«t in ttia wards of a 
Raf«rv© Bulk of India 8tady« '*th« pattf^ra of tax^revenuaf of 
the Stflt© OowppHfients baa not nwtwrlally ehnnged over tha 
past f«¥ 3r*f»!»B," iJ»© to tb# poor efforts of th© Stntes for 
Gdfitfei?»nal taxation th©7 sQffnrad la??,e doficlta. "^fe© tot^l 
deficit of a l l tb© States wblcb was Hs. 93 cror^s during 
1976-76 (after oonslderlng al l the transfers from tbe Centre) 
Rs. IIP cropes daring 1976-77 Incressed to Es, afTf* orores in 
1077-70. 
tne to the lo%? revenue froa their o«n resonroes tbe 
Otates depended aore and aore on tbe transfer 6f resonroes 
fros) tbe Centre eojaprlslng grants and loans to sappleatnt 
their revenaes. Total net resources transferred from tbe Centra 
(loans and grants) as a proportion of «!ggregata receipts 
ineressed froa 13*4 per cent during 1076-76 to 16*6 par cent 
7« 
for 1977-78• 
During the early years of tbe Sixth Plan also there 
%ms no iaprovmant in the efforts of additional taxetion hgr 
the States. The Budget estinatM of the State Qoverniaeats for 
74 
19711-79 showed a large overall defieit of Hs* 370 erores* 
71. aeserve Bstik of India ftlUlllAt I>«o«»aber 1976, p. 869. 
7f« HBI jmi i l lJ l t l<t>venber 1977, p. 749* 
73 . IkJLA*, P. 749. 
''*• ^*^» RtPOrfc on Currenmr anf pifflfnm 1977 .78 ,Vol . I , p . l 8 8 . 
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Thit defielt was exeluslve of speeiaX lo«<i« of l8* 4.*^ 
ansonnc^ tqr th# Ceotr^ to o«?tstia S t a t ^ toimrdi olctsranot 
of th«lp d<«»ficltt 8» on March 31, 1978 becffus® tb«»«e States 
wep© having fr®<?tt«!ift averdpafts wltb the ResQjrvft Bf^ nk of I^dle, 
7ke scia facto? reiponsible for deficit vsts flow increase in 
receipts over tbe provioos feer (9*7 per cent) as eampareu to 
iQcreasa la diabarsemeatt <10«1 per eent)* The ^coaoalc Survyy 
1978-70-0180 eoBraented tiptMi the poor efforts of additlotial 
resource noMlisQtioa lo the following words, "^.gainst this 
tcrgefc ils*4fQ0O crores to bo rsobiliaed by the Otatss daring 
the Siztb Plon) the performaac© of the States has been dis-
appointing in that they were nblo to rrls© only '^ .s» 197 crores 
in thn ft ret yenr of the ?l?»n (by tax end non»t?«af soarree). 
The relQctnnce on the p«pt of the States to i^ise adeqaate 
resources for their plans has cost a he^vy biird^ on the Centre 
which has to raise wore than Its proportionate share of addl-
76 
tlonnl resources*" Resenre Bank of India, in Its another 
7i 
report, pointed ont the slackness of the States in nobilising 
additional reaonrees in the words, **The States have rtm into 
debts because of their failure to exercise adequate financial 
discipline and decrease in the rate of growth of their own 
revMue resources en aecount of concessions and exenptions 
76* Oovernaent of India, neg^oaic Snre^. 1978.79, p. 33. 
76* RBIt i^^ lirtilriT September 197ft, p* 896« 
7 
Irsnted in aelet tax^ lv«tnd r^venae And i t r ig^ t loa r a t e s . " 
<3) In tli# p?9Rra!wn« of rioMllsatioa of stldltlfjiml 
pesoaress a li!3#»rnl tro':te!»nt fca« be««3 j^ p nt«a to agplcaltupal 
sectop, Tbotigfe QgpSCQlttipal tsetopf Q^® itsa dapeatoie® apoa 
natup© r-ad Qon*!soa©t;ieod cti®peet;©p» cannofe bear as laftcb bupdsn 
as no3-^gPlcalGap@l sctstop, ^ot tt is c:ipa2?€5nt; £!:^ t; fch© Otatss 
feS9© given soai© ppiiilleged fereatsent to sgploaltap®! ssotop In 
dlstpibotiog tb© bopdea of G<2difeioa©l taxation. 
Tb« pol© of agplcalttipcl and no£5-cgPlctaltapQl sectors 
in tbo efforts of eddltloncl resoapc© soMllsatlon l^ jr tbe 
Btates le ^i'<3<m In Tabi© P»7» I t I s clear tfeat sDSt of tbe 
efforts for eddit loail t^^x-^tlon bave b©©n sad© in Qon*agricitl« 
tura l sector from th© tex^s l ike sales tsx% Stato oxcis© duties 
and taxAS on motop vebieles ©to* 
•fflTTJrFTIfTM?. 2& M 
B8» CP0r«8 
Agrlsnla Wttn s^griw Cal as % (4) as f •"•• "" g M a i » • JIJIA"! » » • • • • • • « • M M i ^ w m r a i W I n M » ^ » i • , • iw ,n,m«,\mm W 
Plan tI"riJ2att« ^"'^^ oultupal of (P) of (8) 
,^l '••"• ' Bf iBi^Sialsi ^ttW^*^ faHttSB/ , ,, 
1^> C9) (3) (4) (6) (6> 
Tbft f i r s t Plan 80*4 U*4 69*0 14*0 86*0 
Th* Saeond rian P9iP,0 1««7 936,0 «.« 98.4 
Tb© Third Plan «10.0 «7.0 8S8.0 9.3 90,7 
fba ^oupth Finn 760,0 -30. 0 780.0 -4.0 104.0 
Ttea n f t h Plsn 901«.0 ?'47. 0 P7«9 .0 8.P 91.8 
8S 
Ifo f^g (a) XncXtide X»iid r<»v®i(ia«y airieoltiarai iaeaifie tax and 
oeis on ednm^relal erops «te» 
(b) Xmeludft 9tilpi9 t^xesf statQ mxoin^ duties^ t^ f^ mp aid 
doty and tajj oo aoto? vetileles ate. 
gaagaai Sas© at la fabi® f?»3, 
©fsXy duj?lnH fefea ^ irse f-lea adrtieioaai feases f«>a ngriealtiif®il 
laud contPilsited M par eeat of feh© total addltioaal resoapcas. 
Buiflfig th© S©coad PlsQ egilealtQ^el taxes eaatPlb^ted daly 
Ito«ie.7 ero^m against th® target of Bs# M epores* XQ tfo© «3rd8 
of ai®p©av0, **It sbovs tb® laels of polltienl eosa^ ag© to iapose 
additional tajias oa tb© agriotaltaral sector. Ifiide? adoXt 
franebiso the votes of tbit seetor ar© a daoidiag feetor in 
tb« elections and i t i s pity tbst tbe State tlovensaeats have 
not taxed i t Rdeaaately tboaiife a large part of the planned 
77 
outlay is for i ts beaeflt,** The position has not t^ banged even 
in the reeent years. la a pec*»nt stady B!»de lay BBI the ffl>»in 
factors responsible for lom tax revenne of the States %«s poor 
t«x efforts In the field of if^rieoltare. In the words of RBI, 
••This (low tax reveaae fpo« States own taxes) Is largely 
attributed to heavy reliance of the States on a few taxes 
leaving the agrieoltaral ineoae aloest outside the purview of 
progressive direct taxation.** 
77. R.H. aiargeves M4»a ^tttttC ^BfliBttt Second ^^ition, 
78. RBI« Bttlletii(|^ Septeaber 1976, p. 8«S. 
99 
la ree«at ytars ftgpieoltaral prodaetion fluid itifsoani 
bave ria^s eonaid^ral:^ ssia^y ^') t^ Xarga psblie see tor 
investment in agrieoltoral rmto&veii^ extension^ irrigatioai 
creiilt eiMl frrt i l i ser i @tc* cmder saee@88iv« plsas* The level 
of agplealturnl ta»itlc»3, lio>w@vei»t eonfilnaos to tm relatively 
li5w« "TDlffPct taiE jp^ s«»ip1^  fffoa egriealtu?i*| cbftpfly IJ^BS 
revf^ oue pnd sgrioaltaral ineone tax eo'istitate aboat 1 per 
ceat of the oet doiaestic prodaefe from ?»g?ictiltai?©. The tmrden 
of coaaildifty tPxes nlto f-ills less bf»avily oa R^pf-colturists 
80 
than oQ psopl© In uptsfin a?3a».» 
<4) to the schrrj of addllfcional r@saUi'ec ttoHllsatioi 
froffi tases a lepgep part baa Got» froa taxes on Intlastrial goods, 
TTiilon exels** dutlas In ttre Ctmirnl sector and Bi»l«s taxes In 
the States have eontribatea a l ion's share in the additional 
taxatioa* Bat over»taxatioa of indastrial foods m>w result ia 
lov dttiaad for these goods. In this nayt thoogh iri the short 
m&t heavy eesBOdity taxes isay direet reveaue to the treasury, 
yet la the loag rttn« soeh a prseess nay resat in low level of 
desHiad for these goods and low level of revwaiie fro« taxation 
gynthetie fibres« voolea text i l e , water eooler and refrigera* 
tors «te« ar« the iteas where the ineidanee of eoanodity taxes 
i s aove then 100 per eent. If the retes of taxes on these 
80. ligaf t 71v» Ta^e Fla« it^ft^aa, p« 80« 
loo 
eoaBBodititf «r« ?edtte«d 2Ari*r pev^atteg is exp^tnH dtt» to 
%M9$ev dtistaa and tilili*? X«f«*l of piPtAvmti^i* ffeos la tb« 
progpftomo of additi^ial rasotiree noMlisctioiii ^z»tio!i on 
ag!»iei}ltapr:l gooda, lend a3d p?op©rty ei^ smtion @to* liav« not 
eonf;irl%iiit@<l tbelp dm« shape r^M tteli tsas pesaltj@a la oir«p 
fefijf^ltion o f 8t3^BfB tU^UStA&X ^SOOSS* ^Q fetl® pPOgP''t!IE# Of 
pesottree mQHXin&tim fmm taxot daring tfeo Sistte sjid ttio 
sulsseQiieiit pMas %ib&t i s Qee«f«ap3r i s to inopeas® tbo baii«» 
ia pdireaao olastieitir of tmsBS at C©ntp# aad States* level* 
^Ms eau b® acbidvedy maloXjr^  Igr pationalisstlon of tas 
stPQottipe on feotb tls@ l«v«9l8* ^t is also a@c@ssa»F t?o peaov® 
lafealiiQeas io the tasr ©ff-^Jts fcgr thm Cmttrm ni6 ttie Btati»s» 
FOP achieving this ol»5©cfeiv9 Btatas OP© peqiiipea to iacpeat® 
tfieideae© of taxation m agpiet^tarnl 8«ctop so ttiat th© 
iadustplal snetop is p#liev®i of <»xc5®fit!v«> !»tpd«Ni of tuxatioa, 
• • • 
C B & P f B a - I I I 
A MM. m. 3?raiA-t z& agaiicmi^ 
1 0 1 
ChvpUr - H I 
India bavc Irsa defiiea fj'on t-ts*? to time rnd ^j^^cKcaUy no 
t a i i e efc?ns« in feli«?so ob f^»etflv?ns hns f^lzi^n place si?5ce tb© 
ac^ts 3f ©conistgic pl.nniaf, l i tfef^  country M^,r^ cXiJ.'ii?^^ Isy 
tb© I'laaaiag ('onalssioa l a She fo l lo^ng %r3rds» »*/-chif»v:'Moat 
of tfeis objectiTO (b;nh rat© 9f growSb) r^qtiir^^s a hlnh ievf»i 
of invc8tssoe apcj?t fron hlghrr lev^ie of rffiei'^'icy 
Higb©p lovcl of eavia^s h&vo Co fee g^af*?"t«»6 dorrsO^c^lly to 
ooyrpsponfi to tb© rfqtiired 1P^«*1 of IfT^estrient^ «*h?? ob3»*ctiv?? 
of reduction iQ lo«Qa0.Ilti*»s lo imonfts nnd morf* r»sp#ctnlly 
In conso»nptton l^^la o^ p^ 'SJ? TPanirf^s th- t tho ni«ou5^ <*fl 
sa^rli^s timst co?!!« fmw th«i mor^ * sfflupnt sact lo is of OUF 
1 
/l»oe^#»ty'*» An id^ni t-jc atruetaFft for Iidtn Is oi=> ^^ iblcfe In 
cofl!t'8tibl» with theae ob.lnetlvss of pi jnad i»coionic d«»v0lop-
««nt In th« eouatry. 
^ • l&MlM Tar > Qood T M Stewittfegy^ 
Tli« bttiic objiKttlVA of t«xatl(Ki i t to divert Increas-
ing proportiM of netiorial ineoae from non-ets^n 1:1^ 1 oonsump-
tioo and low priori ty inv«fltiiMint to high pr ior i ty investment* 
mmmmm0mmmmmmmmmmm»mmmmmmmtmmmmmmmmmmmmmmm0mmmmmmtimmmmmm — M M M < — — I M • i i i — — — ii 
1« (lov«n»«iit 9t Iii«l«, PlaiKilng Conaisilon, *Pfaft Fifth 
n n XHJT n§U* 1974-7t, vol, I , p . 25. 
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(1) fax r'ev?»ntie fnay b«» incr«»aasd thrsuijffe the Imposi-
tion 3f np?w tnajns, P^viaioi ?>f r??t^8tffuctu^o of (^fiBtl'm 
tsiares, expansion of tfl.s lats^s, r»!«kln«j t r s eo"!Fll'-ncf» hnrdsr 
ty Ir.w, by iJ5.th Spavin'* coicf^ssloris rnfi tjy t !ii'i?» stjfw? nd-
r 
inepoeucei in the fe-^x avaSfs .ni»e t'^rned ns •diecr^^tloaaiy 
If 6"s H s^tiera if nj t h'^ .^in?' sufficient dr»?rjf^  of ' t i a i l t - in-
f l ex ib i l i ty . iiincP^^eioT^py oh«n'»og In feas syotea r ?o, gcosrally 
not dosirablo GS thoso rp« ?es2.sS«?(:i by tax payei?E, * r^iiey are 
sore ^ l l i a g oi? loss r e l a c t m t to Xet tb's govormrnt collect 
increasiaj* j?ovrnuP8 a t th^ ©xlstiin r-t©8 of taxa:iio;i thna to 
pfrt^lt srrtfs to iacs-^^asf '^id inpositloa of nmf tnxes." Frequeit 
ctesn!B|*»8 in tax @t«i3ctii?fs litroduc^s ln«t?^bility i i thi» <»eiaony 
andf Renf»i»rlly» pwsult io inflptlo^i. r^onsldf^rtisi t^e Iner^aa-
irjg r»qa3 r^ Mflftitir for finanelag d^iielopnMint and norwd»v»l9^ment 
f>xp»ndltur«» thoufh dtsep««tloa»py ehang«« m y^ not be avoided 
total ly y*»t th»lr rol* in Inewasinf r#v«na« should b« wlnlnnjii!, 
mtmmmmmmmmmmm uimmmmmmtmmmmmmmmmmmmmmmmmmmmmmmmmmmmmmmmmmmmmmtmmmmmmmmmmmmmmmm^mmmmmmmmm 
Pm H^y, Sury, *KlAfltielty of Tsx Rsimnaei Sons MMsurffiMnt 
^JglttlWBS,^Mltfl ^^mfaXfL Iflttraali Sr«ci«l Coiif»r«ne« -v^ -—/Uv 
goimtflM ttf th« ^X;AFU Region. 19^8, fad mo). P. IS, 
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( l i ) As fr#qui»nt diecretionery chni%f»8 are not 
desirabls larg«»r r<»vaiiu*» sfoDOld cofm iin% to inherent chajfactcr-
I sUe of tsx 8F»tea ^ I c b t s termed ©a bui l t in flf^xibillty* 
by 'lisgrav©. "^ o <niDt*^  hln, *^ha f>xl8ti*:ici of laiil t-ln fl<»xl-
bilitjr i s pp.ptlcalRPly valosblfi wfioro policy in i t i a t ioa i s 
p?,«»id or lafcf^ po frofticnt cb^-ngra in t rx or cstcPidr.'Snrf* para-
charrct'-ffist;?© of t r s ^RS tasTira as *8on.*?itliEyity» *gr !?•"• 
B 0 
Bi»9tba?6Gi, riS U.K,» Hlcl^s ^ o n tfc«^ y R?»aRi2ff«d thf» e"n8iei^''.ty 
of British t!»s system la 1930«8. ror cslcQlGtioa sf bt!ir.t»in 
f lcMbl l i ty (ox? ccns i t i t J i^ ) tboy asod single GP?3 o lns t ic l ty 
7 
foraaila i.«3» 
VXo 
vhile '^ f^» Ei»a8ay®9 th^ porc<?ntai^r' ctr ngo in tsx ylclfi that 
r(*sillts idth a glv-^n p©2»ei»fit'^ »«» ehuige in incoui-? whllp rat€» 
sSruc-ui'** wmalas the sars^. TbiM a^'Oiltlvity i s ealenlat^d 
after «llinlnat:li«? th« eff«»ct of changen in tb#» tax rat© nnd 
eov«rng«« of th« tax batu an tax yi»ld. In 1968 J»A ,^ J%xwsll 
c«lettlatffd ba l l t - ln f lex ib i l i ty of U.S.A, tax s t raetare by 
relating tax yield of ind!vlda«l taxes by tbaip respectl tf 
4. H.A. Mtttfrav*, lb? •^hfOgl ftf ''BbXlO, ,^ llffir?fig» ^ Oww Hill 
i t * . , T^yo , 1^9, p. S06. 
6« R.F, Bratherton. Se-ifitlvlty of BH tlah "^ ax Syatiw, 
^'gOnWftflBBi l ^ t PP» 171-83. 
6. 9«K. m«kf, irtMIB^i ttl BrUltb QgfgnMWat 19!>0.96, Oxford 
tftiivaraity Pr^sWf Londoni 1938, ctMnptar IS* 
7 . 1l*A.« M^grave, AE«fiii*t P* 80€* 
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^mnps 91 tihleh they ar^ l^tfi^, ?>-*» t?» wfeif!^  thpy arr* potitiv-^ly 
f!jr<*lp6p(3. In his mn ".nftiSf "tltpti w*©3t3?f»~ewit nt 9Vf*p a l l 
ba l l t - in flwEibllifey Is l:a oti'^ st:?.'^ ^!, i t s-^^'ms prtJimr to take 
t ia t ia i r l iiooia:*! or j ^ r s s •iaC:'*-3'3 1 ir'adaoS fs tf-r* base, Bit 
tesG ayai xMlQh tax 1® levic?G.«5 
Thus a 503d taaf syaton aast; h «r suffiele'it bullUln^ 
flf*sibliiey so fctirt tfc?^  sK>i?ftti in anil on 1 f.'icaw Is aatoiiEilJic-
a l ly rofif^ ctcMS in tbe s^ ovonar^  fpoa tJ.'^ sos* /"s ooa'ioTaio cte'Bffilop-
yrti% fta&-»s !?lrc9 l i a cMiwi?y diff'^r'-'^nt tTJ^s of! fe'^sf'S l lko 
iioofip, 03g;:«3<2it:urn, property r>ad <»sinx'ts, Ini^orts f*tc# grow. 
'•'nsf rrpfV^nup sbmald nutoimtfc l l y «»**mi ^^th ttiF f^ tx .^ansloa t>f 
th*^«» t;;sps ^ t h u u t fakli^ «iefe f'lsc?p61oistry aS^'i-S. Hi^h#r 
1» 'thp Isatlt-l!! fl»x''-M-11? ! i © t?**« isys*:«« hlfl;lt*»? vnalfi b« 
th« aafeoiaafeSc iacr^aae In t?3it yl^l^ «« IIOTS'* linr-ias^s, Henc©, 
parfclcaiarly In the less d«velop«»^ eoUTtrles wh»?^ thf* .ne«d 
for additional taxitlon I t great , hij?h«r Ijallt-in f lex ib i l i ty 
i t a hifshly d«iirabl« charnoter l t t le t of th« tax syateto. Thlt 
do«t not* ^ovevtFy inply that in tha lata devel'3paid eountrlea 
biiilt«in f laxlbl l i ty eottld baao t an al ternat ive to add!tlon I 
taxation y«t high dagraa of f lexibi l i ty la alvaya a detibabla 
•l«f»»iit in tax ttruotnra* 
8« J.A« Murwally i^faal P^lmr. Henry Bolt and Co, Hev York, 
196fi« »• ^09. 
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la flssibilifey la a gaod tax Byst^m» io^ilcnay ?^ban there I s 
nty InS^jitloi ta rais^ tax teaM«»n nd what Is dcsii'€»d Is r^^rrly 
tfcst the 8a:i9 poircn3t-\ic^ of mSI-aiic^l iiioonn shotild rccnio to 
tlio cxctjeQGer» Q soantl tas ao^actiaro should ^ tsriMhlo of 
riKnritif^ tifeQt o8 inco'T) E»2.acs tifco sr/te ?r.to of tr.3 should 
postalt in a pj^no^tion-nto rls-^ in ucvn'^en, la this ^^y Che 
btailt-io flf>3d.bllitsr of tho tns sjrstca 0fcot3l<3 bo f^ qipal to 
t o i ^ * Eat In a (S?»^ olo:;}iQ^ ^ c3tiit7?F l ike Xndlo Irrn*'? ctisjant 
of pcsoa^ces oro pr^uipca to fin^.noo dG^©l5:)'!!'^ Bt ( s ^s?ll as 
na!i«dc^rlot;rmt CEnc'Viitur?Ot thoeofo^o^ e pi^opos'ti^rtsto 
Increase in tas FC^'^^QO ao con:r'rp€:l to ^.ncpcpso i i Ineor;^ ray 
aot be garflcir"!*; as ''.t r ssn l t s i i e ts^i ' - i t ti3?»i'icoi?f» i»®tlo. 
Thf»rf>fDr" i t i s !)">6t'i' 5.r fth** bull*>in r"V«nue f lex ib i l i ty of 
t^x STS^ '"^ -ff' 3.S t!iorr> '.h-.a ui?i.ty. In the ^n'*''s of Jfin "orsmtttfe 
•'Jf tb-^ tax syst-^m had na IncoiB'? «li»fticity of gf«»atep than 
ttfiity^ the* <^ppc«»nt8i?«» liorcasa In r*»v^nuf would «ufeoaiatlcally 
hlgh#p than th» percent »g© Sicresss In netlonsl Ineoira* Th« 
n««»(i to makf an upimra reflslon of tax rat«« on p r t leular 
prodaete oseh y«»r would then b« r«due«d and the tax struetare 
would aeqttlrp a fp«at«r s t ab i l i t y and would -lao become an-
9 
durlnf,** fhas In a ajood tax systao marginal pT'opnislty to tax 
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•— addltiga in tMm r«v^ti« as « remit of ftddltioii in iiiooa», 
shamXd b# «t»r# than anitjr« ^ ?Ft>f* l>mri» pate i t* *^ XR X^st 
developed eemitiaies t)}« napi^fial mtfi of taic'^tlon shoald 
10 
«liratyt he coatlderably grf^ at'^ j? th?»fi th« Bv«»p»f«i f«fc#.» 
ApUFt fPOS the h i ^ l^fgiCI8l Fat9S| d f^OOd t&X 
a6!?aoet2'?© aesking e bt^b degree of tolltj-iii flasaMlity sboold 
bav@ tti« followiag otiftpacteiristics. 
! • ?ti® p?itioiple« of borismital 9Qaity («Qia&l treatneot 
of 0Qt2aX#) aad vertleol eQOi^ (oaeqiial ereata^^ of OQequals) 
etioaXd be folloved no tb@ imsliaaQ possible eztoift. &a regards 
borissontal eQOlty, tbougb diffepunt «©oto?8 of th© eooaoi^ f 
llkfi Rgrieulture aad indasti*i<»s O'^ nnot sbar© e^ tiaX barden of 
taxation ir«»t la?fe ditparitias of tax bardan mong dimrarfoit 
aaetort t^vm not datipabla, Tha prineipla of horizont?*! equity 
i s iB^poptant froa tba point of vi»v of toolal juttlea in tba 
aoantzT bat i t i s worm iaportant fpoa tba point of viav of 
rasooreas aobllisation baaaasa i t a partlaalap sagmirit of tba 
aaoQo r^ i s nndap taxad tba afforts of additional pasoarea 
noMXisatioa saffar* la ordar to palta adanaata anoiint of 
raaoaraas tax stpuetapa of tba oadap davalopad eonntpias 
sbould ba soffioiantly divapsifiad so that a l l tba elassas of 
paopla baar tba bupdan of taxation. In tba vopds of J*F« Dua, 
X0« Artbap Lanis, Itef Ifttaif nf f^ftlMMWlli ttntttii ftft«lii*f 
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"Aojr fora of tax suffers fros lOiBe vaakaeiiot arid aoa* poraona 
#aeap« itf iegallir QS othervlae* Use of aofer^ I^ taarea majr 
reault in bettar Siatriteztioa of tnirdan aod adveraa affaeta 
are atioliBiaefi* Soeli a tax stmeture vould ba able to Aobl* 
li8€» the tax potential of different aeetora eraatad aa a 
rfsolt of ecmioal© dev?*lop«*»nt» 4a fi«r the qaession of verti-
cal. eQUlty la coaoarnedf to the postlbl© ottQitf tax atructun* 
eboold confopa th« prlnolfjl© of ftbllity»to»pi^« 
S. Covorjjji^  of t?ix atpoetara la Istpopt-^ nt fnotop in 
pQsoapoQ aoblliaatioa for <?con?5Mc dev<=»lopa0rit# Harrow eov@r» 
aga of population by taxation, narrow baaia of cossaodlty 
tMraa and exeloalo^ of varioaa typea of lneosi@ m^d prop«^ rty 
fro« taxationt damage th© rev^aoa prodactivlty of tax 
, atrttetora*. Bat axeaaalva axBaialpuAOf ewrerag© wblfib r«s»ttlta --
^^~^ .N-filR battar tax adadnlatration and erniaaquantiy largW revsHCiiM 
Jy^^ to go.a«i.«it. 
3, Tbara la a problas of *aiiltabla rata atroetura*. 
Kata atnaatiira of dlffarant taxaa abonld ba atiob aa that It 
sablllaaa aufflelaat aaount of raaouraaa and It doaa not bava 
advaraa affaata aa prlvata Mvlogat prlvata lnvaatii«iit« daaand 
!!• J«F« Vwtf **llafiilrananta of a Tax Stmeturat In a i:>avalop« 
lag ""^ anavr* p«bllabad In *BHitni|.lB TmtUflO iB 
PfttlBPlrtf fltBBlrtftf ift*iil«t P. » . 
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for iodattrlal goodi and tax eonpUaaea on tha part of tax 
payara* ?'90 feigli sfi>t«t may r««ault in tax avaaion and tax 
avoida;iea* 7oo low ratts a ^ reaolt in lov laveX !>f msoaree 
moMIitatien* An ideal rata atraettsre is one irtsiefe doaa not 
advaraeXy affact ppiirata aavings, la*«8tii«nt 01 ona aid© and 
bri!iga Ijattoff tax cwi^liaaca and larger v^^nixfm to gof6fn-» 
s^nt on tha other* 
4» Bisiplioity of tax atroetnr© ia another important 
Qtsalitgr ^iob aakaa tax adminiatration eaaiart hringa bettor 
tax ooi^lianQe and rasnlta in larger revonnea to govefms@nt« 
& ooapHeated tax atruotnr® aakea tax adniniatra^on diffieolt 
and op«ma large nosbar of ventzea for tax etaaion and tax 
avoidanee* In ttte vorda of Hell<»r« "A good tax atmeture ia 
one «tiieh inalndea a few aiaple veil adiainiatered taxes ratbar 
than the taxet iihieb bave sore deairable a true tare featorea 
IS but aannot be enforaed ef feetively»« k eoaplieatad tax 
ayaten reatilt la bigb aoat of tax eolleetion ei^ i t ia diffianlt 
to ntiliae tax potentiality fully ae tax atrnetora abova signa 
of attain at aaab lover let el* In a ai^;»le tax ayates ninor 
taxea irtiiab aake tbe adainiatration of aajor taxea diffianltt 
!«• V«V* BaUeri luteal Poliaiea for Qtaderdeveloped 
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ihoold Im avoided. T«s straotupe moMt b« d«ilga«^ and atdninis* 
t«r^ iB sneh a nay as to fain )3;(?n»ral aeespta^iee* Id tha 
Vdrdfl of Daa, *^othlng deatro^s tax paydr'a iwirala ao quiokly 
aa tt!« l3«li^i' that taxes arA not affaativaljr anforead* t7a* 
neoeasaplly aevar© ceaalfclaa for ainor tax viol-tions and 
13 
quick chaages la tax patas P»k© tba c^apllsTe® t>f tax difficalt. ' 
6* Tboagh various t^ pea of eo^eeaaionsy exelaaloa end 
dedaetioia etc* aro neceas^rr in order to aaka tax strttetare 
eoap;ltpM.o %dth tbe/6oclo»«»conosilc objectives of dftvplopawat 
polioips ia a coantry jrat tfe«ir soltlplicity wsaksoa tba 
r€iv«»nua productivity of tax atractur©. If tax eo'tceasiona ara 
not serving tha parpos© for which thws© ar© introduced thes© 
should im vitlidrQim* If tha loss in rev<^ n«® du© to concessions 
i s not co»p«ns«tad ^ tfe© gains froa th#« in terms of socio* 
aeoooaia objaativaa of ©eonoaic poliey in tl»© country, conti-
nuation of 6)}©B is not Jaatifiad. 
«« Hi a fedaral aottntry lik© India tax r©sponsiMlity 
i s dlvidad batnaan tha cantr© and tha fadaral unlta* Froa 
th© paint of viav of rftdueing aaoaeaie diaparitias anong 
various fadaral nnita dopandanaa apon Cantr© b©aoM^inavitahla, 
But if thia d©p©nd©na© baeoaas axaaasiv© vhlah rasults in 
slalui©ta iB tax afforta W tha Tadaral unita in thair asaigaad 
liO 
fields, ttn •tmetttro of th« eountvf tmeotma Isbtliineed end 
r«taltt in Imt rewmmm tiiMstiettf of tti« tax stfciettire aa a 
iftiol®* l^ boa in a balane«»d tax atrmsttire centra aa veil aa 
Statea aboold oobiliaa aaffieient aa t^int of r^aaurcea in 
thaip peipeeftt^ © fielda* 
One of the baaie taska of tax P€»foras in a eountvy 
ia *^ to rsconoilo tb© vmonae objectives vith the objectives 
of eatabXisbiog a atroettir© of taxation that tionld 8abs©?vo 
14 
tba end of egtdtyt gx'owtb and offleioney.** fhns for baviag 
an idaJL tax atraotope vbiob nanta to serve 9(mQ non*reventta 
objeotivaa of tbe 8oeio«@co!39iaie policies of tbe oonntiTi tba 
following pointa sbould be eonsideMia. 
!• If taxation aoblliaea reaoura#s fop pnblio sector 
invaatiient at tba coat of private aavinga and investaient tba 
ovarall objaetive of eeonovie «rovtb nay not ba aebiavad in 
tba aoantrjr* Tax poliey aboald aarva directly to nobiliae 
reaouraes for pablie sector investnent end indirectly i t 
sbanld pronote private savinga and inveatment tbroofb aoae 
incentive provisiona in tba tax ays tea. **8acb incentives 
sbottld provide botb a general iaaentivea to 9R^9 ratbar tban 
_ ^ -
14. nt gwittwt nttrim Bwartt at-ailx P. ts, ?an e.a. 
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eonstiM* and ipoelfie laQ«{itiv«s to ^navtrm that lawiid 
rastmreea ap« ehannell«d into inv«at»»nt projects that ara 
IB 
eonaonAQt vitb tht Plan oblaetivot*** i^xe^islva eosnroAltr 
taxation nhieh ttaa a daa^^fiing #ff$et nptm flaRiM nmj not 
b® deaiMlsOLa. Devices atteb as pelmtest e!meeasio?]is and 
lne©3ttv©« fetve to hn afliployed to encotarai?© priorty invest'-
3M9}t» 
1?* fax aaasttras are not only for raising revenaa bat 
th«y are ©Iso coprsNstiv© devices sp®clilly in s^Riocing irt-
eQualltics ia distribtition of irjcoia© r»nd ¥e??Itb» BQt| nhila 
radueing disparities through taxation i t sboold tm considered 
that serve tftxstion should not bata andua advarsa rapraooss* 
ions on private productive effort and enterpplae. The 
principle of hori^oitRl f»f»«lty (aqaal tri?-5ts«iit af atiaals) 
i s 8«erificiid for providing selective inc«itivas to personal 
aavinfs and inv«at«ents »?^ to corporate invastsM^rit in parti-
cul *t a r ^ s . FfUB tba point of view of fr'Wtb th-*aa provisions 
ar9 aore iapo-rtent than sisrnle objective of acuity* It i s 
tba field vbere two inqtortant principles of taxation vli« 
growth and equity are ineospatible to each other* A. binbly 
progreasive rata of direct taxes are eaeording to principle 
of vertical cfuity (nnequal treataent of uaaqoals) but they 
10. jtae cuttt niitaign >|j.5tfMiMrtt Bfittttgiigl ia lam^ 
: k» Praeger PmVUsbert» 0»S«JI« 19i9, p. 68. Prederick Jk. Praeger 
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dai^ pen th9 rate of grovtb tqr reauomg ineenczv^ss lio v^ r&y 
«fi«» aod iovest sod Iqr reduoing tbe abil i ty to sav^ and iovaat 
in tha e?.a»f«f vbare propensity to aava i t quite bigh« Thua 
Oovaroisant sboold atrilsa ^ a iMilaaoe while tirying tha raise 
eddltiosai tajtea and a'xUy a^e fal ls on ladireet taxes and 
principle of oQtalty baa to tm saerifieecl* Thus the foaotion 
of tax stTOoture i s llmitsfi to reciue© »nDn«ftuetlonal in-
@(}ualiti«;s (lilso Inxary eonstiffiptiony enjoying large aisoont 
of WGslth etc . ) tM •fanotloasl inequalities* t^ieh promote 
savings God invcstsaeat are to be encouraged tferoogb tEsation. 
9, In a developing eeonosgr taxation i s an iaportmt 
iBstrow*nfe for raaiitainlnsj eoonosie stabi l i ty , Develops^mt 
process Is inherently Inflationaryt esps^ially in tfea early 
stages nhim the rise in income i s faster than I t i s in output. 
^ax»tion aiy combat th« contll!:lon« of '^ con^ Maie instability in 
t%fo ways* One way i s to davlse a tax structure which will 
aatoiaatleally aoantaraet eeoaooia alstrarbanees as they arisei 
seeo<^3yt changes la the tax systra oMty be aade In order to 
deal with inflationary or deflationary situations. AutoBHitic 
cap'toity of the tax syatea to cope with econoraie fluctuations 
nay be increased through greater reliance on progressive 
direct tfixes, the yield of %rhlch changes sore than in proper* 
tloa to chRngea In the tax tese as a result of moiyftary and 
price variations. Uie of ad valt>F<Mi coanodity taxes also 
serve the sane objective. As far the question of discretionary 
l is 
•t«pt i f eonearncd P9l« of tszation la eoabfttlng doflatloiuinr 
eoBdietons i f lifaited af inopwftfe in private difpoffible 
ineoaf tf • pasnlt of radueod tftmtion i f a vaiy anall portion 
of national Inenaet **the f i a ^ l vrnm^dj in saeh a ease voold 
13« to inereaaa poblie eani^ enditutre and fin: noe i t lay aofieit 
IS 
t i l l the eetmosQT reeoverf," Hoviiverf i f seeeaaaxy eonditiona 
ara 6xm to slaekneaa in df»n6 in raatilt of ezeeasiva taxa* 
tiiem in »m» Indus ti?ea» tax reduoticm wfiy atisulate dw!fflnd 
and tbtts avoid jpeoeasionaTy eonditionf* It la daring perioda 
of inflGtlon that tP.xstion can plfy an iaportait role in 
' aitigfitlag ita adverse eonsoQUsnofja, Hemm that fa l l dip®etly 
on largfi additional lieom<»»| and e'wwtodity ftaxaa that f e l l 
01 tho li©pe'9fa in ^mnev&l purehaaing pouar rssoltinps fPMi 
inflation hava a flgnifleant part to play in antl-inflatlonary 
policy, ait the role of tax tIon if l laited to coabat a low 
d«gr<*« of intlation. la tha vorda of taxation 'nquiry nonaalaf 
iont **^aat hoif»v<»r« inflati«i gata bayond a eartain laval, 
tax'^tion no longar providaa aveo a ];^rtial zomady* Coata 
eaafa inoonaa in riaing fvlrmla snd pablie axpanditura kaapa 
inaraaaingly ahaad of public ravanaaa • In aaab eaaaf« tba 
only affaativa raaadlaa ar« aitbar to atop tba lQer9tL99 in 
pttblia axpandlttira and bring about a rftdiaal raduatiou in tba 
17 
aaving or to inatituta a draatla aenatary purga*** 
X0* jfimrl gf tUt .Tiiittan ^nwinr Cwmiiw iWrif t •oi.if 
17, MiM,9 P* 1«1* 
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4, Tax ftraeturo nutt nvdaes pFiv«t0 eonttimptloQ and 
invtstmt^nt vhieb contritmtii 3.<»f8 to @et}9o»ie &9Vf*loprm^t» 
In th» wordf of ^•P, 2a©,«T«it strnoeara aa t t 1!»# fiwslifnaa 
to atr lk* th« portion of Incom© spent on eonsan^ition that 
ov®r &sA abo^e the tfi^lcaX laxrel of tb© cojaEanlty." Socli 
a policy plao«38 a heavio? bus*den opon psratMis consiiming 
blgfier p€PC€?nta;^ 8S of Ghrii? iacot^ r id f,ivf»s same incen-
tives to 9riv#»» P^ellences on coosaaptlon tsxf?s Ray b© 
rfigara«»<3 as In tolerable on equity gpotmds bat oconoisic 
fi«volop!S©nt sboQld bo f»iven preferene© to e<|aity. 
*^hn ppQsent tax a true tar© of Xnfiia has bf^ i^ n ehapefi 
by th<^  OQffleroat atept t?kfn ly th« Oov«HJ!ap«?it eotne on the 
r«»eoJffi«irn<aistloTE of ^xyart coaraitt^'^t apjjolnta^ fpora tlait 
to tlnm^ aid othara to r*»forffl tha tax atraetara in the 
l i fb t of chstfjing a'jonoMio, po l i t i ca l rnd social conditlont 
in the eoantry* 
India *a total tax rav«atia (Tax ravanua of tba Cantra 
and Stataa) in 190O-6X anottntaa to a l i t t l a ovar Ri, 665 
eroraa vhieb eaiif» to 7 par eant of national taeo«a during 
tb* yaar. At that tina tha prop^jrtion of tax raveaoa to 
18« Stft*fiUl«f P* 99m 
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national locowi® was as bl^b as J?B pep c^nt ta tlie Uni6r»d 
Beatj'^ s ana in JapaOf rin^ S ?!0 pf»p eenfc evsm la Ccylo.n.*''ho«8b 
fchSs coaipaFSsSon i s nnt t?a*y nueb ei^alficant as tax 
i»e9(»mia depends apoa tb© absoluts lotrei of usz g^ciSa 
incDas aifi degpe® of aooatination ©tc»» p-ot la th© ¥D?48 
of *'lai3iiliig Co3!rl88ioa» ^If proportion of onSiossl iQcoa-^ 
eovo:?c*i t^ tit2!r^tlon ie as s t a l l as it; ia ZUCIQ toC:xf (ia 
19SCV81) Sfef" tJofe^ Lie s'^ctop cannofc iaopc^ee itss Savings &o 
eay sif^Sfieant cjtccae eid tjbus ©i6fc©F raiso tti^ lovol of 
i!3i?est3r!3ts In Cb© oetnow ^s ® tiliolo OF pj?Di?i(i© Eocial 
PO 
S3Z» l^cos o!J en oSoquotio senl©,** 
Tn th© &e^u6fi of 19S0*e Indian t@» straetar© v?«8 
flli»tiiftcaat;ly inflaf!ic«?<3 lig' tfe«* ?aifation ^agalpsr Co?ria9iii 
f*i as 
fl*»|.ort «aa Kald3FS» F«poPt. r»pior to 1965 ^fU Beport of 
th« TC spp ar«<i, tfe« only JWIIOP st«| . t%v.^ ly fefe® tfoicm 
OovttHfnsnt was ntfodiaction of #st«t« dt t^ in the yesp 
1983*S4« Aaonf ot:h<9r tbiiirs tti« cospittuff 8taf3:*it«d « 
sttlMitafttlaX iner^ase in eiteis® tsxffs^ nadtfrate land vmf^tmm 
8archarg«s« incrffas© in rates arni etb&wion of t;«»rjpifcoriaX 
19. (lov»niiii«at of Indist i*l«nniiii nofwissiont Thg F^gft 
riff Iftr fflaof 9* 49. 
«»!• Oov«rniB«ftt; of India, mnistpy of r inanct , ia^ort of tha 
Tilfl lai l ^FlWlnr CamilUlfttl 1^3»64(H«rain aft#r 
p«»f«pr«« as 1*^ 4:, 19S3-64.) 
PS, Oov<»rfi!!)«f}t of Tndlaf Mnistpy of *lnanc*f l a ^ a n Tma 
tMtSIMi^^^^^'^h Hap^pt of a Survey hf K, Kaltfor* 
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cov<irag^ of «pti»icultar*(l Income taar, an incr^s^ iieon» 
tax pntftt p?«ptially offaet l?y «o«*% raaacfelon In corpora-
tion t»!i w?.tte aowfi aflflltlonal r<»l'^ **f for saii5iff8 and 
lnv€»»tm«ntaafja JBOPfs fmt^ i^sf.v^ i adoption of property taira-
tioa etc . Th© taxatlo!} policies ifj th« late 1960*8 wf^ r® 
infla«»icefi tsy tfee Kaldor's ra^ort. ""or* wiaenlT! the 
st^ nctQr*© of ^tT^ot feExation tfe?5 rersn-^ersilatlo^as of 1 r>of» 
Esldo? v'^ r?^  sabstaofclally raodlflod lo fcfce llsyfje of socio 
Gcorjoale coiflitloas prevoillng In tb© ooQafery. 
The aoggsatioo of coaprcfcetsalve roeurai lo vtlob 
a tax payer m^B repaired to fil© a comprefeensl'^ e potaru 
of his incora**t savings, fxp«*!3di*ar© and lnvf?£st'if*Qt e t c . , 
«as aot ace©pt*»d W tb« (3ov«r!i"'<*nt da« to lo» lf»¥e3. of 
aecotmtaney in th« countryf vblla supiet'^ sfclo'is ras^ardlag 
laioaitlon of wealth tax, Rift tax nod «itp«ndltttr© tax 
iiwr*» aec«»r^ »^ ^ **»• Ooir#mraent, *xp«?ndltur» tax and an 
anfiOMl w«»alth tax if»r« Imposed throunrh th» Ttalon Bodj|«t 
for lfi67o5fl and f i f t tax was introduead in tha Budfat for 
I9S8.89* 
DurlUK tha dacada 1960*s tlia eoMRodlty eovaraga 
of taxation was eonsldarably axpandad la ordar to moMllsa 
larfar aaotaat of resourees* tha nuaibar of eoi»odltl»a 
sttbjaet to Itoloo axeisa datias vbleb was only 16 In 
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IMO-ai, 41 In I9eO-«I Increased to 9X In 197(Kn«Basldas 
P3* Grovtb and straetare of '^xcls«s In India, flMjl ffif 
W l i Mlyl i f l f ^«1. M, Sapta«bar 197«, p. U9. 
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Incrsatlag 6h«! numhar of ?»IEC1I«M.3 cowsioaitietf rat«s were 
iner«a8«d froa time to tiite* In tb« fl^ X<3 of dirftet tftxft* 
tion ratft ttpuctupe vmt w»d« movm prsgp^ssive ligr incra«i» 
ing rates of ?»lft tax, <*8tate ^uty R^ <l wpaltb tax. la th« 
tTnion Badfjst for lOSf'-es ©xpeadiltur© tax ^as abolished as 
i t <2i6 oot 8f*pv« tb© pnvvos^ for wfeiofe i t w:is ifflgosed 
(c^«*cklng ^^st'^fal rsp«»'3«iStia'e) du© t*> iV T-?>H COV^ S^ IP**^  
of popol'^ tSon* In th© Onion Bafigot 196^.64 a sap^r profit 
tax was ii!pose<a on tfe?^  profit of T^of^uii*©. Tteo m-»ln 
pai»noso of introStaotioa of stipcp profit tax was to intpodaco 
aa ©ienent of pr^SPosslon in oo^t-'Oi^ tion tcx - • ea entirely 
nm? concf?pt in this aFs-^ * In the follo^ng yr-?»p, super 
profit tax was abollsfcetJ o^fi i t tms p©plac0<S l^ a-^mptax 
on conii)-inl«»s» Pariai? ttsr sam* y^ap rxy€>nfiltap?? tax was P«-
iatP0due4»d« ?h« ««ia change iitrodac#u in tha direct tax 
stnaetupo in tba tiaioii Bodgat for 1965-66 was iatagration 
of incoiB* tax and supap tax patas In th« flald of p«Psonal 
Ineoflw taxntiofi. Cofis«Qtt<»ntl3r only ineoaa tax and snpehapge 
on IneoflM* tax eontinitad* 
fa tha daeada 1970*s Indian tax stpaetupa was 
inflawnead Ijy tha pi»cfWBnand« t1 ons of two axpart '"•oaraitt'^ s^ 
— %iinehoo Cowwlttia In tha flald of dlraet taxation and 
94. Oovapiim«nt of India, ?^lnistpr of l"lnana#t Plpaat Taxas 
5M«lBtJSa«Ul2at rlnml Bapopt, !>ao«abi»p 1971, CHara-
in aftap pafappad as Vtanetoeo Coani ttaa). 
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pf»etjr'?'.«ndatlon of tfe« '"«?nfthoo rn?!mtltt*'« a nar t la l lnt«»i?wi-
tlun nf Afff5ca!tan»tl <?i(^  non-afir^cuT tupal Incn^n^ im« intr^i-
<2ac«d tbronRi) thw '.'i'mie© f s t 1973, tJidep this pp-jvlslon 
aj^plcaltopal incoTfi i s Q»i>5p«?^3t<*<S «lth n3n«aj»ricolt:upa2 
incQ",© iQ off^ .e? to det«r^n® fpt€) rjf tax 0*1 n'5i«egi'lcu?.t',ii!?rl 
inctjr:??, Tfee l ibera l tr-c^tis'n!: of Eiada ian:.i^i<led K'''^lA-'.f*tt 
was a sotipco of Sax a^oi^neet 6b©p©fopo ustder tfe© Tlnano© 
iict 1973 mtf^s of ioeoma Q'34 ypoprpty taxes id case of W7 
wr^ ro 8tirff*n«*d and a unlfoKa esei-ni^tion llisie ^^s foiltjw^fi 
in cage of ntJF and otbop tax ont i taes . IQ tfeo Pinsnce i§«t 
1974, on p<»coar«»ndat;lon of ''anchoo C3^T::lttco far peaching 
ehsnRr»g WPP« intpouuceu fop patioaalie^tuloo nf mtf* stpuc-
tap* in cna^ -jf p«»pamal Ineotn^ f^x. 'x-'ni-tinn l i n i t imt 
pal»«d *'pn»B Ht, 5,noo to Ks. 6 , 0 ^ (vith i»ff©ct fpom thu 
a«t«»f"-«»nt !r*«p 197I5-76), 'n«pfln«l r«to nf tax which anpll»»<i 
If iieom# #ici»'^ «»{jUi ^ , 70,000 vaa p«due<id fpom 97»76 pnr c«i t 
(Ineludlnic tureh«««} to 77 p«r e^nt. In tha Union Budget 
1976-77 pBt« stpuctup# was fupth#p llb«PAllt«d • • tha 
maxlmon laapflnal pate Vit p«dua«d fpon 77 pap e«nt to 66"^ ^ 
and i t was applleabla on th9 slab of lieoma ov«r i t . 1 lukh 
•nd tlia axanption U n i t was raisad fpos Rs« 6,000 to 
Rs. 8,000* buping the sanw y<i«p tha pate stpueture of 
^6 . Aft* ftli*t 
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veaitb tax naa consider'bly llbfirallss^l racos on difforai t 
filabs %nilcb v®p?«*4 fj'oai l to R p*«? ccat «Qpf», yj^aiced to 1 ^ 
to 3 p<^ p c m t . "hi 9 pat*^ 8t!?aetiirr was aRaii s^iffeiefi 
tbrou.ib tfc© ?%n icn ilct 1079 f^ afl nap^lnsl rate of wcsltb 
tax %»a8 n s c 6 a t 5 per cfnt# The pxeaption l l ' s l t in cr.e© 
of eral tb tag ^as fisca a t § m^ cent. 1'bo oa^-iv^iioa l lrsi t 
in creo of poraoiQl lico^o taK was P'^iard to Bs, 10,000 Irs 
tb© tJaloD DiSj^ ot 1D7O70 niS tbo fnto of soi»ebnre«5 ^^9 
iit^rf^ssf^ f?on 16 to PO p^? cci t on '^ll lovols of tnco!^ 
tbroo^^b tfc© Fin-^ nc© ^ t 107©, 
Ic tbe fiel4l of ti5<2ipajt t«sr.tlo:i, p^ptJ^eulsply in 
th© fifjld of Ghlon cxeiE© duCies, tbo cs^nncion of coverng© 
fo? <|ii*»»t of larger rc^sources co-^ stlniaefi rixd tbo nonber of 
cow!o<3ilt5©s covT*»a imdRr basic tmcis*: duties iticrea8c»d 
from 91 iT 1970-71 to 1P9 i i 1979-80 • howevnr a laad'sark 
in the* history of union ©xcia«» duty c&mn in 1075 wb^ n^ th© 
prineipl* of aoiv»rsal eov«rAii«» i«a« followvtd vai&mr th» 
Flnsne* Act 1976. TJIad©r thif provision a •f#aepal frxeita 
#uty* nag impoa©^ to co9#r a l l th« gootff produced for tali* 
not •li»i*h«r» •p^cifl©^! in th© ""©ntral ''.xein* Tariff 
Sehadol©. On raeOHiswidttioni of tb* Jha '"OIBBS *rt»«», rat©t of 
wKciatf doty war© r^duc^d in cat* of small r©frif©r«tora, 
air-eoodl tion©rs wb©n ut«»d for •p©©lf<«d purposes, to ta l 
avaaptiofi waa frantad to aoit© aKrieul tur«)l inputf, powar 
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drivAO pOfupSf p9Stieid«8 and insretleidfts, sgis» ecme^sfloni 
mvB «rait«»d to •"•all aer»l® «!»cjt'5P and patas of import duty 
v!*r« p<!»di2e^ d fron 40 to P6 par cant 01 apaalfiafl 1 tarns fit 
capital eQOipffl'»Qt» 
^ i l © in casa of Onion tases » tax stpaotar© haa 
<5avelt3r>e<2 rn^ Cfea pp-^smt; s truotare i s tha pesa3,fe of larj?© 
ntiabap of • t r i a l s end errora* bat th© tax s t ractares of tfee 
States ap© chapactapiead by botapoganoty. ' ach 8 ts ta baa 
foUovod i t s indei^and^nt taxrtlon polleyt ^'^ zaost of tba 
CB8C8 pr«s8©fl by pev??nua recjairesents. ?h© pevcuua product-
ivi ty of n^plealtupal taxes bee been vaafeoned Cue? to lapge 
fiuiBbep of coneessiana fjpr.ntad in poccot ycapa. At ppasant 
fiva taxai via , sales tax, Btnts ascicft drttec,/Stamp and 
pe»j»i St rat ion, motop v?»hiclf»a tex anci t^xas 01 -^ ODds f^ nd 
passanifaps contrlbuta about r6 pap cent in th'- to ta l pavanua 
of tha Stetaa and th'^pa has b*»an no cbanf-a in tbis stnictiira 
sinea l^WVgl, 
^•* Ytia ?p«sant Tax Stragtuyy 
India, baing a fadaml eoontpy, has a divided Jnpis-
dletion of lavyinf and collactinf tha taxes bet¥a«i tha 
tbsion Oovapnaant snd Stata GbvapniBants and this divlsltm of 
tax povar i s govarnat by tha l i s t s of taxas niven in tha 
Savantb Sabadola of tha Indian consrtitutim. 
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'Pbm Ualoa Qov«pnn«nt has UP itews of taat fttwS a l l 
these It^sw bad alpeady 'hpcn tpled fo? tai^Uon* Some 
taxes Ilk© eatijendl:iupe tax» t??p«alnal taxes on «»oods and 
passmgers coppied by different sodas of tpansi^optatioa 
e t c . wope inSrodaced ©3d l a t e r on elsolis^€'d e?.t5for due to 
low revraa© productivity or duo to adninlstrat ive di f f icul-
tlos.dfbe fuajop tnxps levied ty the Uaioa Oovemr!:cnt are as 
follows s 
•^ he persoTial incosw tax Is levied on n^t Iticomo of 
a l l indlvidctale, Chdlvided Hind« r a s l l i e s (UK '^), onreRlstep-
ed fip)^ and oth'^p afltsocintlon ef tiersons e te . & ppselae 
definition of Incosie I s not Riven in the lacow^i ""ax A^ et of 
India bat i t i s Quite c l ^ r ffow the Act that the chnpfe 
i« to be applied only tm net Ineowe, th«t I s , 3t should not 
fal l on oapital or uny #leTnent of aeeesssry c t^s t , " A.s 
pegapds dedttetlons in p«speet of IwaslnesB l^ ieoffi^ s^ the Act 
provides tnat a l l expenses that are '"wholly and exclusively 
laid out OP spent for purpose of business and are not of a 
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capital nature ean be deducted", t a t e s of incone tax on 
^» rXf 1963-64» Vol. I I , p. 40. 
^ » l»C9if T i l ^ t » 1961. 
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£n€i9idu«l0 Hindu Ifndivfded ?^?jlllo« regist^reJ flzrjs^and 
On som 8i)cclfie fair, of l:3et5r*;| wbrr® t??x i s 
d<aductod ©c source, liberal, rates of tax QPO |}i""8c:*ibrdi, 
la cr.so of incsr^ l^ tmy of \ifinfiinr5 fron hoi'so mcos nud 
iot tepies cad CP3SS V3W2 i.:a2Bles paynblo Zo r^^szcnt teap-
payers (other than coayrnlrs), taa i s (2f*duct;0<2 a t the rst© 
of ??6 pop co i t , rad© Q:^  of basic laeo'::© tax of 30 pop c?nt 
rmd oupcfirrRo of 6 pnt c^it (bring TO p«*p oen§ of iico2» 
tax)* In fcho cc:8o of tmstsao bf «ay of iot^yesfe 03 srcapi-
t i r s th« ratf of tP.x i s P4 ^nr c<^nt i<^ t'o up of tbr» baeic 
inco»?» tex of TO r^v cent fsnd u^pc^ **p«»'^  of 4.per c^ot. Eat 
feh« rsit» o^ t!^ x nn p'iy"i»nt of int'^^'^at to oon-fP'Std^nts ie 
••>6 p«r c«»nt, I.i c?»s* of t iro'^ ^ by w y of «oiy "»i?tit rojrJ^lty 
payable Iqr thi» I idJan coie*»rna to for^^tpa co'np''^ ali»8 rate of 
tax Is 40 p»r e«nt. In ease of Lif© loiura c^© "orporation 
of Iidln rata of IncoiiM* tax la 6f .6 par e«nt oi tfiat part 
of i t s to^tal loctHB«» vhieh eonsltta of Sf-roflta and (caioa 
froa tba Llf« lnauraoe«i buslnaas. <:apital galas arising 
froa thi» transfar of loog f^ rm enpi tel as8«>ts firm Iso 
tr«at9d »a ineomf^  and taxad a t dlffarf»nt ra tas , Oaiaa froa 
f^ Hpi*.«'l ftsaasta h#«ld for a period of 6 y<!»ara or «or# ii»r« 
traatad s IOOR t^pni fnlos pod w«»ra taxad P% eoneassional 
r a t a s . In thu m a o c a kct 1977 tha parlod was radttead to 
3 ywirs# 
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Prior to tho a8s**i8*^nt ywir 1960-61 co?porat;lon« 
iw»p« 8f*par«t«ly tait«a only in a pa?fclol s^ i te , A corpora-
tion wn« consl<i^r«d to pay tieoaw* tax on hPthtlf of 1C« 
shar*» hol<Sfrs on (Slvldi^ids <2f»ol«jp«^  otst of iioore-^ on which 
tfea cnrpor^-tSon Sts?*lf hmfi r s l^ Tnfiiat! i!if*o'^ '^  Ssitf f*?ch 
9hap«^  holQ<»»p p«»f?«>Sv«fi a ep<^tt a<»rlnst hte o«n innomi»»tax 
IS: bSllty for tte^ n^nount of tax paia ->n his !?»t^ ?»3f tsy Ufe® 
corporctlon* Sines the «?ss?»ss*<»''it yf»ar 196D-61 a corpora-
t l o i i s regard*^ a» a co*9pl«*S':rly aepar^.t^ a i t l t y for parposf? 
of taxr^tloo ami no rsfund is r.'low«^ aijal i«t lndlvl€u?tl 
'tax l i s M i l t y *'or inooiiffi tair and ean^r tax f.nld Igr th<» 
corporation, Th«> only liife rer^i:iln? feetw®?^n thi» cofi-ora-
tion tax and p<*rsonal iicoi*! tax is tha r'?<iali^ Bffleat of the 
corporation to i^ ot aa a «itbhoKil ig af;ent Si>r iiiuivltluaX 
Imcoiwp tax &MP on dividend nnQ. l i t i^r^st iieomo i^aid Igr that 
eerpomtlon. 
A l«r«» nuMbar of «Uowaneat» eonc#»sgioi» anfl dadae-
tlona ar« alloiiad lo ealealatlng tax H^Ml l ty of a coiip«ny, 
Tiia Ineona-T^x Act I'l*! fata a t#n«»r«!l fatd#»lln#« for 
eonaaaalon la tlia folXowiait wordat 
*A11 9xp9n9»a iaaurrad vbollyf axclaalvely and 
taeaaaarily for purpoaaa of tealoaat or profaatJona iihleh 
ara not in tlia natara of paraonal or aapltal mspmtw ara 
124 
alloved in fehs ooj^ipatatloi of thm t?2iE©bl<^  inetim^ ot the 
eravalil ig Sid otbf»r axpe'ises of tho eaiploy<^0S, fcoiUB and 
co2E:±8aloa pal^ to cBploypies, any t:ypf; of pcr<|ui8ites psX^pn 
%Q Qnplr>3r'.^ ©s» sSiAojer's co"itt?f,btitlon to .^ ri5vl£>Titi aiiii 
o6ti©r funfis and d«»pFeels eioo alionmacrs for c"j,jSeal aeseta 
aro ailowftfi to fe*» fi*»(!acted (siibJGct; to certr.in pfescflbe# 
limltnftiois) fo3? calculating t s s l i nb r i i t y of ca^apenies. 
Indiao Iicorif* '^ P3S /"efe 1981 !i©!s?»8 © ciistlnctJioQ 
brtw»?»n •wifif l^y hf»ld* and •closrly fceld* companies, 7op 
nvoidlis? a tilRh r«t#» of p«»rRonal lacom** t«»it sov! pr^rsons 
•way TtiTw a comptmy -od do not dl«*;ril5ut<* a 2at»f»<» part of 
pfoflt , Sueh tyrf* of flowpHnl*** "y** t#»rw«d aa 'clos'^ly held* 
eoiwspnlef, Oth^r eoapamlpt vbieh hsv# a vlda diatrilsitioii 
of fharai ara 'tdd^ly h»ld» eo»psnl«a. J ft order to avoid a 
l^nal tax I t vna afaa i t la l for tha elofl«?ly hald induatrli^l 
eonpanlas to cilttributa at laaat 90 par e«nt of thair 
profit aft«»r tax, but tha proviaioa waa aboliahad iindar 
tlia Fio^riea Act 19?7. Hcm.lAdoatrial and invaacsiant ewipaii-
iaa are raqulrad to dis t r ibute 60 par aant aod 100 par eaot 
?§• Qa.ei^.t ebapter 4* •#«• 9(7<I)« 
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of their profit r^^spactiuely. Th« rat<»« of praai Ux ar« 
37*6 p«tp c ^ t of aadi8tFlt»2te<l profit In ci%ae of a l l 
cospsnl<*s oth*»r thai lnvp8t?»a»nt companloe vtoieh carry a 
tax at tfep pat««» of 60 p#»p e?ifit« 
Tfc© pat«s of c^pcoTation tsx vsiy b??t^ if»fm 45 pf»p 
.owit to Tp |)f»p cent ?»f ,th« |:otf»l ti^ eojsf* df^pnuing upon taa^  ^ 
•>^o Y^H \ iKyt JL^ 
^ An annual tax on w -^salth WLS Introducid in .^y 1957, 
largely on the pr^owsjAndatlona of i pof • Ealdor. Slocf; th© 
tiai© of Introtluctlon of th© tax I t has un'if»r«5onf» nuia<?roi28 
chRns?«» In rate straetare snd exemptions etc.* aomatljn®* 
In qn«it of larger rs^ sourcpa anC oth^r ti*ifi« to use i t at 
•ore «ff©ctlve tool to brln;^  social Justio© In -b© counsry. 
4ftf>r a loog »trial and #rPor • a ne^mtP atracture naa 
pr«aerlb«d throu«?h th# Finance Act 1979 (tiet^-xlla given In 
Ap|>«ndlx « ) . I'lffaraot typ#t of «x»«ption« art* yrovidad froai 
tlia tax* V{«altli upto Ha* i lakh la ffxsniptad from th« tax* 
BaaidAfl tliia baale axAaptloBy agrlcultaral wealth, wialth 
bfflonffinf to oharltabla and railfloat trnatty worka of art, 
p«rff9nal »ff*ota (apta a naxiam of "^ a* 98,000) and balaie^ 
In provldant ftrnd and Ufa Inanraae* poliel«>a ate*, ara 
axaaptad froa tlia %•>• Tlia tax bata for tlia baale vaalth tax 
Inelatiaa proparty af avary ^fpm aavabla or iaBwvablo Inelnd-
lAg land, balldlagf Javallary, bovaatield famltttra,atitoaobila) 
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cm6 o t h T typ#» of w»*iilth in the f3P"n Df 9t!M!lr89 bt^ nfii ar^ 
ia levied an thf fotj-^ l prop-^pty p?i9«lnR o!? (1r-<f»r!r>d t-^  p388 
on tfo«^  d^stfe of a p«?s3Q. fill pi'op^^^^F r-^ iRsifi^  on tftf> ^rath 
of a p©?83n la a'»<»pc»«»atr*6 to fora on?) '^stito, r^ anf e3?^ !3ip!;* 
30 
ions JSPB ppovified in tfce *^ st£t:<^  -uty fV^ t; rnd tfio «nrs3o7? ite-^s 
eiwj '^ ri>p*.':g of i'pt, fe«^li»io9ffSt QcJ^^ntiflc col loc t 'oas , feousc^-
fcolci '^oods, l3iple:«€nts, nn^ ! a fcousfi asofi cKcIusl^f^ly Isy tfcf» 
eeoeas< f^l for his rosifione© eubjcot; to aa nypei' liuslt; of 
Pjr. 1 lakfe (vaXitiitim) of the bomre) e tc . ^o estate duty i s 
l«%irl(pa on tfee hotiaes prs««6 OT to e epoasOf saa, e.^ u«?r)eepf 
|jpoth«»f or sisti»ip, 
Thpottfh thfi llnarsc«t Act 1964 rmlm struetur^ of 
f»stat« duty %nit «Mid« aor? pfogr#88lvff vt)#i th» aNtxlTntira 
wirfflnal t»at» of t a t v»t incp#»s»d fro* 40 p«r e#nt to 86 
P9r e«nt on th« balane* of prlneipdl vftla« of »ft«ttff ov#r 
li. SIO l«kh8« Tho pr«font p«t# itrueturtt of AttatA daty l i 
7 
flv*n In ttio Appendix Ji, 
30. ^ftHlf hitY ^ t X»a» S*«tloo» «« to P7 and 44 to 49. 
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A 9ift tair was Introdue^^ In Tmiin in fr^rll 1968 
as a c9wpl**!B*»n*"arf to tti^ ^ntMt^ dnty, ^be ^ » was EaysMfi 
co-nrpaiifts oad public cospraiffs, Oj^ ptjsia YAn&s o'^ ftifts WP?'^  
ritclad'KS fro*!! eho t ss lit^n n^^tis to rolSfjiotig ins t i t a t ions, 
f»ift t3 f'^n'il'^ d^ponf-^nte 5!2 tf,p 2t!caES^eo o?? r^t»p?nf^ (si^ Oo 
lis. 10,090) flirts to %fifn (a;.to r.s. 60,0^0) Gisii j^lft ontlej? 
a wi l l , r. gif t WIS d©nn©«i as SJI^  V9iantnpy H^c^nsfcr of 
carle oiog :7P0L->-J*tF iaola'jiif» ciy iiC:."pc9t in yr^an-Tt^t v'Pal 
or PKWBnblo, Btab.l oO to tho os^nptioa p?ovl^e<it h^® ^^^ ^^8 
to hf^ ehr.r^rd i f thf? tot .1 Rift -^ICQ by n <3on3? in a year 
oxcf»<»d Bs. 10,000, •^ b*^ !»c was a i)?">vl8ioo of ©«^ .^ o<»nt2^ oQ in 
the tii3f. ^o" fch* |:u-nos«* of tif^t-y-'iilni* the "aSo ony.1.icr,blp> 
rat« Btractar» i** i?^*'t t s* Is gi^vrn !n Appgidlx J^ * 
fb«» Union Otjv r^nm^Tt l»»vi*s tb-» roUowlni? ty *»8 of 
co^nnodity taTC«»«; 
31» (lo^ernai^at of India, Unlstry of -aw, '"h* jiift Tax Act 
1«59. 
91?. ifeil*, S«e« 5* 
98. IUL&*t S^e. 6^» 
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( i > fffifftglL,^'',^^lfL?« 
duttrs tnov^stsi^s a» l^ r^^ ^^ i* qa?»ntrlfcy o^ raw natr^plale, imt**?-
fie^iGto fTfyods and cJ^pltal f»ot3fis are Import?»<2 fraai otbor 
countrlos. At prrspnt t!io!?f epe 4 rstf?s of i!tjD!?t ca t les , 
?b^ f¥y Tj<="? c^w l%"3?t; caSy £s r.nltct in cr^so nf tyyi r id 
eCfsel, CaiiStal noods socli as plaTfe rafl Ptncfclnr'y aad fcaslo 
rE« tuatwrials ore charf^fesbl^ to duty a t th« ?at?^ of <^ pep 
cent. TlJ« 60 po? e? .^it s^t?* i s iiiy_.lieil to i.:?3c?JSfj6 imiast-
Fial raw cafeerials, sofai fioiehed gojiia anfl lat«??mediae© 
pFofiucte lncl«6inj^ choislcals aod taalk firaj^s a ifi !3f^diclncs, 
All f!ao^s tti^-t caa tm dcsorlbod oe conaaaer tSoris as uoll 
Q8 ft niintsfp of otfi€i^ fully ppDCf^ssei ppoduetss astrs'ct a 
fcasic I'np^^'t duty a t tfef» ra te of 100 p9v c<pnt» Kf*sld«»« th-^ s** 
ha^lc lwp?)rt via61«»i p»t«9 of duty on e«ptd.i artlclf»8 h^ iv**, 
hoti*^ vp»i», *s«^ «n fir<^^ a t hlftt^r If'v^ls on varioos f iscal and 
and i»cofniwlc e^i t ld^rat loni . Th«» baale Impoft ^uty on t t aS i -
lf»f« «t««l fh«*»t« ha« \m«m f1x<»<i a t 300 per- c^nt* ^h9 r^aanrj 
for fixlnf aueh a hlfb rat« of duty la that the lflip«>rt«d 
thi»'?ti ara Of ad iwlnly fur what ara eonald^rad to ba luxury 
produeta, naa««ly, houat^holtf otanal la . Scwie it«i»ina ara axsm|,t 
friM laport duty wlthar on e«Nial4aratlM that th«»ir eonaump* 
tion ahottlA not bf» tavati #«§• food graina« bo^a and siilk 
d«* Tfct Iha «^gMUltaf flft*flila.t ^httrU HtBnritPP. SI««P 
Para 4*9« 
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p!>¥d^ i» e tc , I OT l»caiw« th»f ere liipurtant rav !!«iat«»rlf»li 
for doa-'stlc lnfia36p?,o» for wblcte homf>> sappXy Is iDa<2®qust9 
<»,K» fal ihor , or b«»caa8o feh?»y arf» prlnsarily sj^ mnt for manti-
fscttir® of osp^pe products saob as paw Jatsa, poafb fiiaaoi<ls 
and v^y cssbew ©tc. 
1?hG C32m!^ifiles etc^sGablo Go tesio iEi.:3?ti iliifiy ore 
©ISO sGbJeet to aasilic^ry caSy. 71:© ineentioa of tifccso dut ies , 
iifeictJ roplGCfjQ pogaiaGopy Caeios laposcfl prior to rfe^cb 1973, 
i s to fOftaSsto tfo© qaaatity of n^^ o s^ iE;:)o^teS fc^ cbeanlng 
tho Is t^yol of Ratios fpon Gicsf* to titM^ Tfccso datie® arc 
ad valor^'a anfl rato varies ts^ Jt^ -^ssis 6 per cent to fO por o^at 
35 
denen^tnc, apoo tb« pot© of basic iJ5?o?t d a ^ , Thcsft Icvlf^s 
of «tt:illlniy dati«»9 ero, in cfff»ct» an ©d^itioa to tbo basic 
dat;l#»f ?wirjly a t a pfvf»nafi ral t l ip; neasar©^ 
lia adii t ion to bf*sic nnd aaMlir ry clatlca thi^ro i s 
an waaittonal daty, l«vi^d andi^r the Castoia f r r r l f f Act 
1978» which 1« also knonn at coant^Pvailii|» daty. Xt i s 
i«pos»d vn many in^/ortiMi ppodacta aid is #qaiiralent to tb« 
excit«» fiaty for thm ti«# lominn l«viaablf* on lik© ar t i c les 
nban produced ia India* 
' xpopt datias ara not a vary inportant sourea of 
patanaa for tba Oovapnaant, as for 4»neoapafing axports i t 
i s naeassary to avaapt goods fpoa tha duty OP to kaap tha 
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vmtm a t lov I«v^I. Khile Iftvyiii; export duties the eompeti-
tiv« position of floods %n the iutc^rnatiooaX aarket i s general* 
ly kept in view. The export datjr leviable o«i eaeti item ta^ces 
into account different fecUort lilse do^^fistic i/^odaction and 
l ikely esportseblo eurplasotf de!!®nd for pcodaets in the 
foreign rimrlsetSt prices yrevsilini^ In the ia tcmnt ioaa l 
fflsrket end chmges in exchsnge rates e t c . t» nnMH of thrse 
factors ere unstatile^ ameh relience upon export dulfles for 
rovc!H3e purposes i s lot desis^ble^ t 'hile i t i s tvim that in 
conditions of to!BpO!^ fT si-art in world prices rf^le .^tl '^e to 
Indian pr ices , export duties have froa tisie to t i r e been 
dkplo7P;d to prevent abnorrial profits to exporters Mt in the 
words of Jba Coamiittee, »»Saoh fortuitous opportunities ??re 
b#»co8ilin increasingly rare , %^th the growing emphasis 
on expanding India's export trf^de, export duties have in the 
•3D 
long run los t their potential as source of revenue,'* 
( i i ) ?Bton ^»cHt ^t tUtt 
Ih the words of J.<^. Bue, **' xcise can b« rei^tarded as 
administratively aore eonvlent and e las t ic f iscal instrunent 
37 
for the •obil isst lon of resources*" IMian Constitution 
36* Utii*! P* 67, Para 4«17* 
P» J*^« Due, (Iftvemaent g^nanee. ROM voed IIT, Irwin 
19D9| P* 336« 
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axpot^rs the Vnloa Qoitewarmnt to If^ vy excise uutjr on a l l the 
goods pro&uc(^ in In&im except alehohiilie beverages and 
^ r c o t l c B tl^e taxation of whiefe Is i^served to the St??tes, 
Ticlndlne! the badgetopy r?0!?o«a2.» in Chion ^d?^et for 1079-8O* 
W9 items ©re taxed under specific eaclse dut ies , ^ t of the 
129 coEraodities gabjeots t!> daty Piore than 100 cof-'-toCltles are 
asn^ssefl to Taty partly or vlioHy on ^alae ba85.8» There are 
differr^nt eatnfl:o?^.ei of TTnlon oxclse fietiest Basie excise 
duties aro lev5eCt under tfert central ^sc^so and Halt i'-ct 19^4 
as amf^ nded fron t iso to tlm© l^ the ^nance fct of each yerp, 
the tSnioB Ooveraaent also ieposes ef»«0 on soi^ itr^ias and the 
revenue i s earynarkefi for speeified uses only, itonses ara 
levied on some ^^roducts l ike coprat iron ore , tea , cottea, 
s a l t "^ nd rubber etc* The 0niofi Government Iso iiaposos addi-
t ional excise dui:ies ia l ieu of sales tax under the MOitloiml 
I-uties of *xclse (Goods of Special Inportsnce) Act 1967 on 
sugar, tobacco, co t tw fabrics , woolen fabrics. The #atire 
net proceeds froa the duties go to the Sta tes , k general 
exeise duty at the rate of 1 per cent on a l l the goods *not 
elsenhere specified* ves introduced in the tfriioo Budget for 
1978*76, the ra te of duty vas Increased in sutHiequant budgets 
and the Qninn Budget 197^110 enhances the rate of duty oa 8 
per e«nt. Indian exeise system follows a pattern of isulti-
38* ^^alaaetiiinr H—ayendtta «>H the Budeet af the Centrel 
ttoeeemient fee lfl7».fiQ. a. 9 , 
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point dQtl«« thr!>a?»b vhieh a conwodity 1« taxed a t variout 
stages — paw f« t* r ia l , iit^irowaiatf* ^ooda and flnl8hf»d 
nooda* While pa r t i a l «xP!5?61on are allowpfi tmdi^r Gee* 66 k 
of th® fi^mtvo.l ^xeisQ Act lOMf bat this fac i l i ty la avai l -
able only in ©IBSII oamber of cnses. "or cnEnrnpie, etmprf'suorn 
oad canfiisasDrs of p^fplff'i'Ptors anfl ?^ip-conSitf.onf'rs are 
lioblo to OKclae duty but when thi^o parts end componentB 
ape tt»o6 In tb© assf^'ably of pefrigeretors aafi @ip«condition€>rs, 
ep#6it i s f»ivp?3 agnSnat tbr- duty prsrsblfi on th© finisha^ 
E??odi3ets* But in a Ispg© nuabop of casos soob type of faci-
l i t y Is not available* 
•''he Indinn f 'onttltatlon <»r»ipowers the 8tar.es to Ipvy 
taxes on, apfHeultaf^l lana and income therea.on^land end 
buildinf«» salws md purchase of confaodlttesf professions 
trade and •mploym'^ nty veblclffs, entertaSnaent, transfer of 
property '=»nd excise daties on production of alcoholic HQOors« 
opiaa and othar narcotics etc* The States transfer some items 
of tax l ike oetrio and land and builfilngs tax etc* to local 
bodies* 
The inportant tex«s levied by the Sta&es are as 
fol low > 
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1 • fgrlgal.lyrii; TiiriUgn« 
T0X€S on iMirieiiltare in India have to fa? ta^ ceo the 
fora mainly of land rGveni2@t eessea end sarebargft tjfi erops 
and agriot2lt:uFaX iaooiae tax ®te* 
Ci) ^^fit.|^^,f^ttg.» 
At present in most of tlia St;atf?» land pf)tfi»naa 
C9nsti&tit(»8 the largest eleeftnt of direct taxation on agri-
oalturf*, ?he only'oiroGytiois are Eerala end tss&m ^©pe th© 
ppoe©<*d8 fro® aRpicultupil ineotao tax ar© blghop tban fpoa 
eh*» li»nd revoTiii©, In th<»g« States ngricultup^l Ineoaa tax 
cora**a iK>st2y from plantations* The prlneipl© of pTOgress-
ion has not b*»#»n» ganepr^llyi followed in f lxftfm of land 
p#»v»nu«» and th* tax i s , thei»*fora, uir^ l-^ fcftd to tha sSgi* of 
tioldimgs. i>«spite tba 8ttpcha'*s«s and special charges leviad 
on tha largar holdiifs in sevaral districts of ianjab rad 
Baryanai owiars of tba holdings as larga as 100 «eras in 
sisa do not hava to p f^ aora tban about 0*5 to 0«6 par aant 
of tbair ineoBw fron land in tha for« of Isi^ ravanaa and 
alliad taxas. SOSMI StAtas introduead tha axaaptlon on snail 
holdings as a *pelitiaal eoneassitm* and tdtbdrav i t latar 
on daa to financial prassura* In #ttly 1970 0«P. Qovamtdant 
Bapert of tha Cotmittc^a on Taxattan af ^felfeai*^! 
ftiXtifc tnt tfWQlft^^^^rnmnt of Indis. Wniitry of 
Finanaa, ppm ^ 1 0 (Haralnaftar rafarrad at HaJ 
34 
p;]*ait«td «»]t«i!ptioti to (iiiriealtaral hdldinjits upto tb« 8le« 
of 6.r»6 «ci»»t f»W8 land r^vtno*. Th# «nr«fflpfcion i« t with-
drsvn In OetobftP 1974 and th© «t«p rirfalt*»d In lar»n#» 
increased fpoa H. ?6«3.1 epores In 1973-74 to la. 33*13 
40 
erov^ iB 1974-7S ( l .^ . )« Tba Incidence of land p^vsnae in 
palPtlon to ;;r->dttetli»lty of l^xA l a aot uniform oir^ r^ 
differaat pacta of tfee eoantry. According to tfee findlnga 
of tb© %i CoiBadttpe '•land pevcao® as a ppoi-option of net 
dossi t ic ijpodact froa agpicaltape a t current i:ric©a varies 
from OmPB pop cent in Orissai and ©#84 per cent In i un^eb 
41 
to 1»39 per cent in Hajastfean.** Tbe peaaon for this i s that 
land peventje settlensents in differ-^nt parts of the country 
were rlone und#»r different syat€»m9 end e t different tipses. 
In v1f»w of th«» frtdely senttef^NS forme «»id the variety 
of produc** a l l over th« couitry the power of t xlnu agrSeal-
t u r i l inecMiie i s fiven to the St»tas* ''*he iwportPnt States 
ifliere this tax i s levied are Kerala, Assam, fikm^l liado, 
Karnataka and Vf«at Bengal. The tax has some exemption l i s i t 
40* '^•B.I, l i U t l l A t Sapteaber 1975, p. 886* 
41 . OBAjOi-i P» 9S>* 
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and ratfts mr^ pvo9i*'>m9lwp» thn f»icwsptaofi llniit vari^a from 
State to State. It varJea bi»tiir«»«n 'Tf • 9,0€J0 in caa© of Aaaast 
Blh'^ r* '*"St B«i^«l, .%dhya ''v&Aewh end ifi»n*ia Kashidr to 
ria. S9OOO Irj Oriss© with tb« €>xc©p*ion of *'hsrrttitm ite<^ r<% 
ficesption lindt la is« 36«000 aad tha tax i s coll@et^ at thf> 
4? 
rat© of 60 per c^at oa the lacoms c«c«2diig Is. .^ O^CX). Ttee 
most eoansoo i^t© of I<*vy om tte f i rs t t**iE®bl€^  slab ia 6 p^r 
eent. tls« r.oto of tax It trnxlmam In Opissa at 78 n.p. la tb» 
ptipea OQ slab of lacoi® «»jrce©6ini? IflByCXK). In caaa of Ottar 
.'radesb tb© m^nlmm rsti^ ^ ia 60 paiae in tb«* fUi.«»f» raid I t ia 
applleablf) on lni0o?5?» exe'^«^iag ^s. d9|000. Iri otfcpr Stat«8 
43 
asxijuain i?®t# rang©* froai PB p«r c^at to 46 par e'»rit, hum to 
different ratf»8 pravalllng in dlff*»n»'3t St-tea ta» bardftn on 
tb» tax psypTs alto tiiff©ps eoisidftrably. 
On« ditttdfuishinf f«*attir« of figrlctiltap»l Incown 
tax Is tb^t tbr«4 St«t#»« nam»ly A.aaaii« Kf^ rft^ tji *^»9ll Nada 
«fi«r« plantation i t pradonlnant, aeooui^ *"3r ^'i'Tist 70 pmr 
eant of tha total ravenaa froa thn tax in tb« eonntry. B^mi 
•ajar Stataa Ilka Punjab and Bar]rana» wbioh bavf» tba bii;b#at 
par aapita ineoaa lo tba eounitrjr and Sujarat ^ teb raiika 
third la ardar of par aapita l«iao«a, da not l«vy a tax oo 
agrlaultaral ioao«a at a l l . TIraa agriaaltural ineoBa tax i t 
a vaak flaaal InatrtwaQt of tappiaf fmrew partly baaauta 
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i t la not l^ ?v:' f. ty tsf:-^  v''^"'tlv?Xf b'-fit">:*-r>Jf UCQW'S fau 
St i s I-^vl^^c a': : 3 f s ^ i t . 
( i l l ) QSIifiE-IsaSlCaf 
t ionnl p.nC p'jnS C" '^C'*l'j:'^ " it fm- fof* ^^''-^t/T» Stio '^ •?--->TIS'»S of 
locol bodioo* "^ ho pr.t«=5 :5f c-'ss v o r l i s C-jy^ ID p-^r c " i t of 
l i n^ rov-'TjuF* in '^ndJis'^ Q r'-.j^sb to 150 r^o^ OOJC or xand 
rov^nur* in riJahapnghtra, JJO'TO 'iL"-:;??g l'^ p-»S'> oro., c^ss-^s.Bihar, 
Il^Tana^ anjnb nn<3 't-^ Ohya . r-^d^sh Cloyrmpie co l l ec t c^os 
on susapr-^nr* c^ryp* In Ki*c«3.a i t I s coa.l'»eef»c1 i i t^-' ^or*i of 
^jlan^ t;l-3'» tax . "aharaslstrs l:as lii-osefi crop e s s on nlnn 
typfs of canr-'^cial crops r.& the rat!* varying from Kfi# 10 to 
Hs, 100 per acr»9, t..r)"!f Jr;<?^ f>s c o l i r c t Jiufcb"r^'^ and mostly 
I t Ig T'^lntp^ with ihp l%nfi r'^v^nu''. Hr^rystna aad . ui ,1ab 
Oovmm*»nt;» roll*»ct »» S'Jrr«^Aru-», In vhJch th?* rat*» vari'^s 
b<»tw'^ «»n 95 to 40 p»r c®nt of thf land r^^v^nit*^ '^ nd B. <^rlal 
surch«rfltP« which a p r l l « t of th«» sraount of l-^ nr? -"^ v niJ<» i s "noi*** 
than '^t.SO, 
Th» Indian non t t l t u t l on Rlwes exrlus1v« powers to tho 
Stat«*8 to Imp-^e tait«f on t » l M of a l l i?oodf «Ttc<?!^ t newtpafM^rs. 
According to nnm ajn®ndaM»nt of th» Cont t l tu t lon in 1966 the 
13? 
.'aril'5*1'11: \mn V-v^fi lytaluslvr^ novrr's Cn tias sai'^n i-i int«»r-
HfeAtr e^ada baS tSin t o t s l pf»cr^li)t fro** th-' tax was t-j b i 
'»-f*sc fi'-'iyg eaics trisc?s ^?-vo ^reo"Te n vci'V^ lr:r,o""'t:^'io rot*-" 3^ 
2,'!ea~o toscn as lerti cf ?.:iciX3D ri?'.:ti2ti QV : valCrt" fjya i :c3-::c 
tau io taK'^1 t;lipt3u:',h t;J:e eaJLrg tesss i i ' fDT'> i t* r s : ; :T 
15t3rc?ine«»6 fp^T eJii® nspt of inc^'^o. 
Qmoml ly thpon t^ t'<^o of sa l e s (;n?:'0 '^"^ i'^tsicCj Uhn oiif^lc 
point;, tho doable* p^liO Pici Ch" '^l t l-nol-i tr« ^n nrractico, 
th'^ro Rpo niiKrt«'"»s of tij-^rr* typfs in Indlsrlclual f/tat- 's. 
p T t i f yf'»v?>nu#» la f!'»j?lV'»r '^I'on t^"*^ .?? "ti?**,* "-^ '^*^  '^ rln?'.'» 
Kashmir, '^ -^ tlhya . r u^ah, .'ui;}fjt>, te jaslhni m a t^:t?%r r'-d^sh 
*»te. •n'^inly lipos*--- slifrl* vo^nt tnr, Pat 1 i th^sr L^ t?"t*»» 
ai»o soniw into^ cla ar» tax^^d a t mrif^ than oi^ aSa^'^, '< hlJ •» 
Mlibara«htr <, and Qujarat havp sdoj ted thn douhj./-: ^a la t 
syat»n, Andhra .'rad«thy Bihar, karnataka, K€>raia and Tamil 
Nadu, foraiaily iapos*^ a nuitipolfi t tax* How^v^r, in a i l f;hps^ 
S ta tes a numl^r of eowwiodlt5«?» f>tp<»ctally t h o f ela»slfl»e. 
a t Itwunr «r>i5di »r» t«it#»d only a t a alnp^lp point . 
Ui5 
"^tiP ?»r»inral patfi of 8nl'>» tax In the ?miltlrol'>t 
syEt:^ T!i i s 4 p»*r c^fit, Tfcis i s tfec rn£a eaprcnfcly in ^'oreo 
in i'.idbra -^ fa<iGsb» uopaia, KetT^ataBie aa^ "^  a l l irtda, ^ ssur.-
ing tha t a co^rtfxlity o s ^ i i ^ r l l F i^assfs tiu'oanb Sto or S&reo 
stiQ^rg brfore r'-achiQ«i tiif* f i ' i a l consur.op, a 4 ;/i»r cent 
-milti .oSiit B^dr'P. t r x us'n'-llsr f^iOaiJ-s an i'^aidrn^^ nS Q Co I^ 
r)py crn t t a s on tho pplc*^ r a i ^ fey tfcf f i n a l buyer, 'though 
tjbos«^ I s no. una fot^l fcy In tho nfatte*!? of e'^iffctior* of QO'^9 4^ 
nW texc^Q a t o'^ly oi*~ point (-^-sRtlV f l ^ s - s->.lr> f.i tiif> Otf^tc)^ 
rn& ofc rotQS vni'yln'^ fpon 1*^  *;o 15 per Q'^ nfe, "3*OT v rMclos 
Old t^fatches oSc* aro so'^'^ corr!!odit;^r's ?icludot1 i,i t h i s 
cafe0*^ory. Anothnp nrou? or coninodlC1rs» taxfd rr^sSly s t only 
OT* i-oiit I s nnde up of <TOods of co'^'on US': ciaeh jtgj cycles 
a id t^ipir p'^rts, «dibl'^ olln» '^-^pos^n-^t t ea , co^f^^-,clruii!, 
iieclicli**^ fand rmw natf^rl'^ls nnd irtt»r!rf!*-saistr ;r.^Oi'Ucts l ikp 
cf'rapat "id f*Ttlll«i»ra. '"'tf* r r t f of t;«n! for *bl8 caS«^s;gry 
varif»s from 1 t o 10 p#r e#»nt in d i f fp r rn t i i ta tea . 
In fche Stnti»8 following th*? slnsjli* po l i t syiteia the 
K*fn#r«l r a t* of tair vafl^s from 5 to 7 p*r c^nt* Haw»ir#»r 
eommoditl(»s of ^isa-ntlal eonfuaptlon lik#» pan«»r, matches, 
k«»roi*»nc'», lilk-oovd^ir and waabin^ aoapa P tc . nrp taxad a t 
'44» Tb^d.« p* 67, ' aFa 5«7« 
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Tho l l?3Mlity of di*r\lc^ <^ p^ i?»tfnr'it n^ !'!^ Tf*s ta-s "s 
a i c l t copies cinslti^rnbly frsn I ' t r to to {itnto. I t i s Is.PSOOO 
In rndhra ?aa'^ s»T3, K--n>Gtntm, mt'. 'it:;-; ', "is, nO^ CfJO in '"-(Ihye 
JatTTJi fm(3 'iip.shnir -ps t B '^TT^I, 0,.^, has n niiiima'3 tujwo^-^ip 
l i 3 l t of ^3. r4 ,000. In a l l U«":trfS son^ cjT-iaait*:.-3 a ro 
e»p©«* fffo-:! the goner-1 sr.l^s tns thoa^t: C!)^  l i s t of exe'^^.jZlon 
I s not unifoptn. APtinl^s thr>t Fivp^ p^cnct-lly rsc . jt aico s a l t , 
f r i :3 t s , v^gi^tables, S3*:^=» fandlcrnf t ni">«S*JCtG "•te. ''i!36 ^^pnins 
Rp** <*3fpma6 in KO^'' Gt^.tos ^11#» in oth'^rs tfir^ y fiv^ tr.xpd a t 
tax«d un(i*»p faiPr^fc** «n*'f»fi^f^itr 11Vf» <«»" «»ct"1clt3r m d in RDPI*' 
ststf»t llouir" nvm slfr* r^y^- i^.t fi«<^ ?n sr^n^ral f!nl**8 :^R:sr«^ ';ir>T. 
Th« Cwnfpal Salftii Tax ^ct 1«:»56 s«» '^:» tr> r®^ulat<» 
both th»» taxation of c;ood3 of »p«el«l tRipoPt,nr<? in Snt«p-
St«t« trad© at v«ll as tsx' i t lo ' i of lat»r-St^.t«» Saj*?*, Ag fa? 
aa th<% casf! of «rood« of »i<^cial tnport nea 1« conc(^n«?d I t 
46. U.V.V, Afyar, Salaa Tax Stpuetup« in th# Stat«», 
^'ggPgllfl nartt* April 17, 1976, p. 8. 
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was pr3vld-'6 tt^-^t sa.'^B t'-iir o*! thirn rhrmlfi b"* Ir»v1r6 only 
O'lc"© and a t the ~Jix'«'Tar rnt-^ o^ 1 isnr ee»iifc, ' 'his :'J-*^ wns 
Eufcs^qii'*ntl7 pals-^d in stn^-^fl to 4 t^ -^ p c^nS* A& i--^  s-^nt X?^  
coTsnodittcs IncludAiri co"l» covton, cot'jon y o m , co^.tnn 
fabr^'cr, bido and c!t^.n, oa<'3r, Sol-acco o t c . nra Includ'^d in 
tfcf Hn« of f!ooil8 of nn'-cir*,! Irporea^c^^* "ho i.-'rjtJiLloa of lilio 
6.ct rol'.tin-', fco latoi>Gt;nt;c^ Calos ar.^lios to tho aog''->cnt of 
noodst'ik'ii'', iAc€© frD!a onr» Bte te t o r^ootho? end sa les oS'frctoti 
t^ G:'ansfer of fioc^m^aUs or t i :;io t,o f^ oocie Curia,'', tto novcr.crit 
fron ono QtrXo to rnothor . The CratrQl SGIOS t r^ i s lo^Sabl© 
on t\w f i r s t int^?»ri!i'j'*;c eolo of n i l ^oods ofehop ttJan nows-
pai :TS, sKir^s ' ' id gr^cutlGlrs and r'X-^ctr]c"^l rncr ' iy. Cuti,1''ct 
to c«^rt'in 'T?'^'^pti'*ns» th«» tr.s" ia coll<»ct?)^ In t;hn P t^nt^ ^ wfif^ r-^  
thp •noir'^ '^'*»nt of woods n>*5 s!"? iatf^s and tfcp ti^x so coll"ct*»d t s 
r<at'»1n-»«ii W tb?4t F't??*,«», 
4 - Q !^}yf s^at? "ftggg 
St«t# '-irfiS'i dut}•••»» r l s o have b*»»n la^ortanfe "-'V^nu*? 
yl«»lillni? it»m for th«s S t a t e s , S ta t« t •?« ©apownr*^ to l©i^ 
«!»xclt# tax^s on a lcohol ic l lqucrs for huamn consu«ptlon^orlu«i 
Inclan h#Bip and oth*?r n s r e o t i c t , ^"«cif*» du t i e t on medicinal 
and t o l l t pr«»p«»rationt containing aXcohal or norcotlca are 
l»vi*»4J by th<* Union Qov«rn««nt Imt ar« coll»»ct»<J by and accrue 
to thr 8tst*»a« Th«» niRln oto5»ctiir« of «xe5«<» dutl^a on alcoholic 
l iquors and oth*»r narcot ics Is tti eh#ck conaunptiona of 6h«s# 
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I t r n s %rbich npo in jur ious to h^^ilth rnd ep'*'^ fi'> s^olo-
^^r^55dact of t h i s po l icy . 
'"fcf* r^^v^nao pi^fiuctlvlty of Dtotn (rscfoA dc t ies 
5.^ /—^ to fen (LnEnr?«533 t^ r fcbo i;ollcy of u^oi '^^t ion P!lt>oertr€ 
by tho Cr^itrrl Go^opn'Tpnt end follotr?6 fey EO"S:^  rt"»fc'?s, 
Ttious*^ a t pr'^ o'^ nU oscopfe Tarail Uadn and Ga^^rat no othop 
Bf ' to follotio o policy of feot'^l orohlbi t ioo tet f»rT£'jt3lly 
"-11 tjho Sta tes of fcbo oo'Jotry s ro folloMi**-! o policy of 
roflCricfcins eoaou'spcion of i n tos i ccn to . In tho VOTCS of 
€ori03ic Oarvny, "i'^oliotd.ng tho doc^alon to lotrociuco pi'ohlM-
tioQ in 8tc5«5r^ s» t t f rcooi.it ft'orn Otnto CSCIEO duGlco T^hieh 
Jisd b#"f*n «»orwln» O'J *"n ^^vra'^n fey r^bout IP 9©:? c a t i«*r roaa^i 
la fthp nast f^w yr-Ars woalQ In fr-ct lir ^isrtrln'l ly 1OW«*P In 
•;;; ra!?p<«»'it y«»^ f ' ' l l ? ' ^ ? ^ ) . I t app*»9rt f'sit l i t^ <* vp'ry fl.?8t 
y*»?»f 3** tl'r- lTti:»oduet;lort of p-«ohtbit!on, tb» loss to f t ^ t e 
Mrc^aQa*»rfl would b«» iirouod "^s, 50 CT'or^s, nnd \jifch th** f{i»adunl 
46 
^f^lH^fC^mmnt <3f tb#» w r u of ? roH.lfcltlon th« loss would Iner^'-as*'. 
Stawp rtuty nod '•'»^5st»'atlon fno T«» «1SO Important 
lt*»n of r*»v»nu« So thw States* rionoc^s. h^#» ratos of ft'?»p 
duty ar-™ ^ov»m«d ly thp Jndi in Stamp '4:t V^'^ as a-a^oded from 
t ia* to t5»ni», locii'Ti'^nts aub,1#ct to stamp duty 5oclud«» a>?l" 
46. Qot#rnm#nt; of Ind ia , Ci^nQaie ^urwiyv 1978-79, p» ^ , 
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Court f/« '« which sr-^  i^cltKif^ In th#* fe^ad *iSfca?i^  and re^le-
Cration* err rleo a source of p^ »^«>nu« t-» th» Str»t«»s» Theis 
fers are r^f^latc^ I5? t;hf» (iourt 'P-^ S ^ ct 1870 aa afc id»d from 
tX'^.^ to tl-nc ly thp utiS'is, i:u*^  to lierrase in rrv^nue in 
other ^f-t** t'^xfs aid T'^'^'^ettf it! cf*!?'-^  of strfii* t'Uty, the 
contribution of tills levy in the* r.f^tp finaic?*a d<!»t!ll'ied fro'^ j 
8 ppy cpnt in 1970-71 to 5,7 per e»*nt in l97r-79 (BJ^.) 
(Appendix :3>« 
Tnxf»8 on vohlelf^s pnd tax**s on ^^ a^sfor'^ rf; and f»ood« 
Plan f!OT::r1fcut*»d^  slfnlflcantly In thr^ St?»t* finances, "^ ajtf^ s 
on «!!otor v«»hlc-l*»s which w**r« 1 itT»'»mac'5a to r«5^ alr-t«» thi* 
««rvic«* hav«» fe«»com*» imi-opfe soared of r'lV n^u'? to fov^ rnrn^^nt. 
Sow* fa**! arp also l«»5ilecl t^ r th«» Btat*i8 for r^'s^latration and 
6ranff#r of ownership of motor Vt*hiclf?8» for llc"nc«s i«suf>d 
for driving nnA for p«»rmltf Isau^d to drtv*»?s etc. Tti« rat«t 
3f taxet and f<v«8 vary fx^ os Stat*^ to Stat«>* ^h# hagis of taxa* 
tlon also diff»ri fron Stfite- to St t«. For prtvata cart i t i» 
tinXaid WAlfht in '^anil Sadu and Isharashtro whlla i t i t are» 
oaenplad and t«atiag eapaeitf m Viest Bangal. '^ ha Motor 
valiiel#t Taiation ^^l iry Cemitt'^a (I960) r«eo«i«and«d (?ara 
131) that tHa tax tHoMld ba laviad 00 a anlfom batlt of 
attatkfliant and tbotild ba attattad on onladan v<»i(?|}t in eat* of 
ftotai* ear*, an ladaii waiflit in aata of toodt vahielat and on 
aaating aapaaity in aata af biiaat* 
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tfti<S»r thm Indian Conttltutloo Stut^t ftr# mmpoyBrmA 
to l»vy t«xA« on ^oo^s and po«0«$nf(«rt earri«d fagr poad0« or 
inland vat«r ways, At pr«»a«nt th# tav is l»viM by aXaoat 
a l l th« St'.t«a, '^ hw (jontt^botlon of thw tax In th« Stat«i» 
oim tax^f !a around 4*8 p^r cent (App«»ndis 9)* 
The antfirtaiimsnt tax i t an filftstie aoai^ f* of 
r9v«au«l i t ! shaf« in the total of State tax«it haa iner^ased 
over %h« fmvwm It la fairly ©asy to collideei and twiajj in tha 
nature of a tax on final product ra ia^ no yrobl^a of «n*oaoi9le 
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affioianoy lika aaveral other taxes l©vlf!»£ tsy the Statet, In 
aoaa Statea like Taail Sadtt^  Kerala* &arnataka and Andbra 
'^^ radeab tbe proeA«da fro« the tax go to local Bodiea wbile 
in otbf>r 8tat#a i t ia appropriated by tb^ State Qovemnent. 
Tbe ratea of tax are progreaaive and vary froia State to State. 
It variei froa a aininaa of 9TmB per cent in Oajarat to aaxi-
awB of 37,6 pep eent in Oaiarat to aaxima IPS per eent in 
Baryana, 
A tax OB eonaaaptioa of eleetrieity ia levied by 
all tbe Statea of tbe aoantfy* ^eatrleity aapply mgmrieiim 
aalleat tbe tax fraa tbe aonaaaara aad tlMo ineideoee of tbe 
4aty falla apaa tbe lattar* Oaa dafoat af aUatrieity dot ia 
tbat ratea are oat aaifara la all tba ftataa* In aoat of tbe 
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6t»t4»t eontUMptloa of <il*e%rielty for Indostrlal |mrp9i«s 
1« ««««pt fros thft duty. 
T*x«t on orbtn property and t»xoff on prof^fsion^ 
tradlA and *»«ployB»nt «p« otb«r 8t»t« t«x«s i»» l^cti, thoiSRb 
having a pmteavm poteitialitsr^ have not fe#^n pirop«»ply tappud 
Ijgr tha Statfl«« 
The tax on Vrban insovabla ppo^effty ia l«vi«d on 
not annual rental valoa at dat«»r»lned for th« porpoae of 
loe«)l taxation. 7b« tax la eollaotAd hf local bodiea and thn 
proooedai aftar deduetinf; eostsy are trnnaferrsd to Stata 
dovamnanta* tha 8tat« Oov^mmimta rathar than the Loeal 
Bodioa can la^ldsent tha tax sora affeetively and tharaforet 
tba jtiriadietion of tha tax ahotUd twi trantf««rrad to tha 
Statat* 
4t praaant >4aluiiraahtrat Itidtiyw Prad«flhy 4aaani and 
Raryana ar« tha St^taa vhleh Imwf a tax on profaaalona and 
tradtt 4ite. In Hiharaahtra profoaalon tax wao latrodit«<»d In 
tha 8iidf«t propoaalt for 1978*7<* Dlff«rant rataa of tax in 
dlffarant profaaaiana dapandlng upon tha natura of profaaaion 
of trada wora flxad vith tha axpaetad r«v«iitt« of l a .10.4 
aroraf* Tha fwmu* frwi tha tax vat Ba* 17. all erorsa in 
197g-77 and Ba« 17*9i tvf^ in tha Wfi9m€ aatiaataa for 
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I977*78* Mili«r«ititr« i t the onif StJtte where thff rtvunutt fron 
%{)• t«x i« la^r9«si««* la 9ther States ttie PQVuiiae I0 negllglo 
lile, Son* aboXlflbed It 4ae to high adeinittrative eoft aoA low 
roTflfitie produetivi ty. Uttar i i«tde«h levied a tax (m jpr^fetaions, 
trade and enplosmentt vith effect fros ikpril I | 1966 bat tha 
tax iMia atK>liahed in l^ri l l , 1071 due t» low revenue prodtto* 
t iv l ty , 
^ " Ttl ISftgnrTflT PntBttUlln Bgf^ Pttt 
glffiliteLUIInOr M^%m Til^tfttt^r*« 
The r?»v<=nia«* yielding eapaeity of a t0X straeture i» 
neatured In terrat of tax Imoya^ey and Imilt^in pev?»ntte flexibi-
l ity* ^x buoyaney neasuret the total increase in tsx r#v«^ae 
with retfeet to national income a« a retolt of Hiseretlonary 
•eaaures* Ilka increase in tax rates* introducinfi new taxes or 
inereasing coverage of a pe^ticular tax etc** and inet>ease in 
tax revenue due to built-in revenaa f l e x i b i l i ^ of tax struc-
ture. Tax buayanay is also indicated by tax-incoaa ratio — 
the part of national inaoae which i s taken by taxes* Built-in 
ravenua f lexibi l i tyt as explained earlier shows the autouatia 
iDsrease in tax reveoua (without taking any discretionary step) 
as a result of axpaasloii in base like ineeae, eonsuuptiao and 
axpartsi iuports eta* 
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<i> luLJuaaofiZ* 
Tim baojr^ aert vbieh is aeatar^ iA bar tax-incoa* ratiOf 
4«p#ndt upon to many faetoni bat th* pftr eaprita ineoa« of thm 
eoantry i t i t s mln dftt^ rralnant* T«s«ineon« ratio in India la 
maeli Xov9P tlian i t la in thm Aeoaonleallf advanced eottntrifia 
life<9 17*S*A*y 9*£, afid D««oiArlc «)te«« vh«pft i t ranfP>a fron al»oat 
PB to 'tt p#r e«at. Contid^rind tba f^et that p«»r eapltn ineosifi 
in India i t naeh iownr tbi^ n i t i s in th^a^ eoantri^a such a 
liigfe taar»lneoMA patio i^ ay not b« «rjtp«ct#d in India* But in 
viiiv of the inereaaing financial raquireitenta for th« plann^ 
iHe(»noide di»v<»lopfMint in thoi eottntry tavineona ratiOf at Xiiast 
shoald rang«» b«tva«»i PO-^s pmr e«ot of national inooiwi* 
m India* tbara baa baen algnifleant inereaaa in tax* 
ineeaMi ratio oirar tba jreara. In ljMM>«51« vliieb liftrka tbe 
baginning of tba ara of plansad davaleptMnt, tba ratio of 
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taxatiao to national inaoaa vaa sligbtly lasa tban 7 par eant. 
X% Inaraaaad to is.tf yar aaat in 1970-71 and to IS.O par aant 
la lf77*78 (Tabla i*!)* tba aenferibation of tba taxaa laviad 
and aoUaatad br tba fbilaB OovarMwab in tba t«x*inaotta ratio 
baa baan anab bigbar aa aoaparad %• tbaaa of Stataa* OUR taxaa« 
Tbta i t Mialir d«a to tba f^ot %bab a |»art of tax ravanaa 
aallaatad br tba Qaioa la traMfarrad !• ttatao aa tbalr abara 
in tba dina'bla paal* 
^* llMLfiHilltitf ftft*illM liltrto ItMrtt »••# P*M *^I>* 
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Trtit 3tX > Tutrfawit ^§U9 9t M;L«V Tm l^fflv 
Hs. Croros 
Wtt doB«s- Total R«v«nu« CoMblned 
t i e produet r«Yenu« of th« r«vflfiu« 
at currant of tha 
prleaa thion 
Taxea* 
(^) a» (a) aa fax-
% % InGona 
of (1) o f ( l ) ra t lo , (4 ) 
as $ of 
(1) 
Taar iitataa 
dm 
Taxaa 
of tha 
Cbion & 
atatas 
4 J l 
1970-71 
1871-72 
lfi?2.73 
1973-74 
1974-76 
1976-76 
1976-77 
1977-78 
34,696 
37,019 
40,693 
50,381 
69,696 
60,861 
64,634 
73,167-»' 
2,206 
3,372 
4,610 
6,073 
6,322 
7,608 
8,271 
8,868 
1,628 
1,696 
1,928 
7,305 
2,881 
3,546 
4,033 
4,301 
4,734 
6,667 
6,433 
7,378 
9,203 
11,164 
12,304 
13,169 
9.2 
tO.4 
U . l 
10.1 
10.6 
12*6 
12.8 
12.1 
4 .4 
4 .6 
4.7 
4 .6 
4 .8 
6.8 
6.2 
6.9 
13.6 
16.0 
16.3 
14.6 
16.4 
18.3 
19.0 
18.0 
Sottwaai Col. 1, (a) R.B.I.t H|||Byt an Curriyy and Flu^e» 
(to) • a a a a l a Uxunmr lOTa«7>. y . • ! • 
Col. 2. ft^^g"^ iSS l^lfySo*''* ^** ^^ ^* 
Col* 3 . (a) 1I.B.I., m^LfUOLt 6apt. 1978, p . 629* 
( U ) 1973-74, p . 8 - U l . 
* Mcludaa tha ahara to ba trviafarrad to Stataa. 
'*' Qulak aatiaataa 
us 
(f> Bttiivirtt ^ftflBttt..r^ffiima.tfT« 
ThoQffli Xndiffn t»x atroetur* t)«8 fbova »itp%ifiemnt 
lnen»ftflii in thii tax^ineom ratio yt th« tftx 3ri«lding eapftcitF 
of a tax fltraotur« it battar {iieaaar^ bgr bailt»ifi rBveavi^ 
tlejihillty OP a«intitivitf of thp tax s true tare vhlob meant 
antoaatie iiier«at8 in tax rev«nui> at a reault of iner^aae in 
bate* 
Tapioos att«iept8 bave bara roadA to is«attir« bailt*io 
r«iF#nu« fI lab i l i ty of Indian tax 8tpuefcare» but ganeraXXy^  
tba rafitbodoloRy «dopt«d in th©ae «ffort» i t not tatitfactorjr. 
"^hm »ain pi»old«wt in thia field i t to itolate tax r#»v#naa at a 
r»talt of diter»tionary nAatur«»t of tba Qovaram«nt and dQi» to 
built-in fl«xiblllt]r of tax ttruett]r#* '**vo approaebat nay ba 
follovad for tbia purpoa** Ona ia joat to aubatraet froa tba 
aatoal jriald for aaab yaar tba *affaeta of bndgatarr propoaal's 
far tbat r«*r* In lodiay tba budgata for tba Oaian aa wall aa 
Stataa aaataia figaraa af tba affaata of diaaratienary abangaa 
aa tba yaar'a tax raaalpta* Tba aaia dafaat of thia approaab 
ia that tba aMnlativa affaata of diaaratiaoary abangaa in tba 
aabsaiMBt jraara ara not takaB inta aaaaidaration* Diaaratiaa* 
aty atapa tabaR br tia aaaafiMiaat i s a partiaalar raar da not 
raanXt ia largar tax pavanaa in tbat partiaaXar faar anljr bat 
tbay fialA largar ravawiaa ia asbaanaaat yaara alaa. 
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Son« •tadiftt in India liku thos^ of Saliot* and Jaoat 
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Cutt adopted thit defeetive epproaeb* 0*&« Saho^ eslealated 
• last ie i ty of Ifidian tax ttroeture in relation to niition#l 
incow«, national expandltop** and prie» le»'»l« Bit period of 
enquiry vaf batwaen 1961«6? and 1957*5B« Be woflcad out the 
obanges la tax yield for elaatieity fagr using Budget ' stiisatest 
aevisad ^ftimates and Aetu^la* Sahot^ did not take into 
eonsideratiffin the eumuXetiire effeet of discretionary ebanses 
in tax stvuettire in the subse^uftnt years* In hit wea ^mrdst 
'"^JJ.mination i s donf) in sueb a way tbst tbe changes in tbe 
yield due to cbaages in tax i^tes or the base* in a year«are 
accounted for cmly in that particular year*** Janes Cutt also 
pointed out difficulty of isolating t«x revenue inere3ses«as 
a result of dlseretlonary Steps and as a result of nutowJ t^lc 
increase in tix revenue due to ineresses In nationsl Incose. 
In ^is vordst "It is* of eoursey not aiaple to disaggregate 
reveaua increases Into part resulting froa built-in growth**. 
Jaaes Cutt who calculated elast icity of anion taxes for the 
period 1961P«7 took three sets of Budget^ iry figures— Budget 
M 
estiaates* Revised Fstiaates and Actual reveaua* Revised 
60* a.8« Sabota* ^ t t M ^iI | | i l rMlmj , ia l ^^>f|«ft< i^ftliiWtfl^^ 
SI. Jaaes Outt* Ta|a|iaa aad y^anaate Develepaeat in India. 
*>• fiE'iilM P* 99, 
**• Illti»f PP. 90-31. 
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««tiiBato« for thft prttvioai fmt^rt ymrm tubs traeted trim Budget 
'.•tiB»t«»» for thm eurrmt year m ordiir to net tli« figure of 
tAv r«vffiia» only «• a r#ialt of dlferwtionctry etiaag^t* That 
tho atnaiiia of Sbbota and Janea cott igfior@ tt)«^  oua»ilativ# 
<iff«%et of diaeratlonary eliang[«a and i t tmf ba eonsidsred a 
ai^ rioua lislta&loa of tbAs# atn6i«9* 
•'•H*! a^cond approaeli* thnaifh dlfflealtf la apparently 
fears ii»»niniP5ful aa It tnkef Into contId»ratltMa th*s eainulativA 
off««st« of diaeretionai^ aeaaur^a for lncr«»a«in^ tax r«v«»naa, 
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This isethod vaa adopted lay A.^ « Pr^ a^t in tiia atady of th^ 
personal incotsa tax in thn Obit^d Kingdom aad hy Char3@a 
66 P 
I7anafi«»ld in tola atody of th« paraguay tax ayatam. .ieeently 
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the aama matbod waa adopted by M.C. Probit for eeleulatioo of 
ineaaa^alaatielty of variotaa State taxea in India, 7be baaie 
teebainoa of tbla approaeb la to deflate tbe aetual tax 
revenuea in different yeara (attrreat ratea) to tbe tax ratea 
prevailiAg in tlie baae year* Here •aln aaain^ttoii la tbi»t vbat* 
ever diaaretianary atepa are annattiiaad by tbe Chiveniaent the 
raaliaei tax yield i s tbat year and aabte^iaiit yeara ia e^iial 
«•• 4«t* Preaty Tbe aeaaltieity of tbe yield af Peraonal lHaaae 
fMilR tbe tinted Kiiiidoa. TUt ^OTMttt fwriBlf ••l.tanrll 
ClMDy HP* «76»9i, 
6i« Gbarlea fknafield, niaatialty and Bueyaaey of a tax ayat«»-
L"**15:?^ '^"** ^ '^•'••W. nr itfff f^ gftWt ^ y n, 
9fm I^C. Pnrabit, Aiayanay aai Inaaaa. ^Uatlaity af State 
fmm 18 India, ftrtfll Tt iBiji I ^MWMl af MtiMU laatitMta 
of l»»litiea and Itaaa^aa* iep , U78, pp. Mt^MT. 
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to flfltiMit«d t«i field aa • r»0tilt of t;li«t« tt^pc* 
Tli« ft>riHiX« for o'tXealatinff <l«fl«t:«d tax rav^naa 
fpo» tfea currant yaar ratal to bata yaar rataa aa sla*»n ty 
l>r«at and davalopad by motfiald la aa follovat 
^% • ^e» ^3 •••••• *'*a ®'^  *^^® aetual tax yi^ld on 
tba basia of tax rataa pravail* 
ifig in tha etsrrant jraar* 
Pj^  , I>p, D^ •••••• &^  ara tfe^  affaets of badgatary 
propoaaXa (dltcrationary cbangas) 
In a numbar of y^ri • 
m !J 8 J th sraart aetoal tax jt^lA adjaatad to tba tux stroetura 
tbxt ax?ft«d in tba jrwar 1 (b«ff« yaar). *!*ha adjaitad r«v«noa 
fdaflatad on tba basta of tax rata praaiilinf in bata yaar) 
%roald ba indieatad br tba lariaat 
"""ll' 'l»» "^ IS • '^in (if i • I) Thli iartai 
y 
iadf.aatad tba tax raa«iiiia aa a raaalt af abani^ iiK tax baaa 
ifbila rm%9 af tax ra»aiaa tba aaaa* Tbia aliidoatai tlia affaets 
of ditaratiaaarjr abaofaa an tba tax jlaldf af tba yaara faUaw-
ing tba baaa yaar* Tbia aariaa aan ba aaa^tai in tba followiag 
^11 ' ^1 
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la th« Ms« y#ar th© aetaal tax yl<»ia uould b« f%(|nal 69 
•adjusted tPX yl**ld* ss in th# procwss r^f ad3astfli?mt th« tax 
rat<»8 In th® basa year (earP(< t^ year end Msf^  year are the 
sane) ^ra eonaidered, Iti the a e^tmd y ^ r only the dlaeretionsry 
ffi«iatuPAS of tbla yea? voald be dlaeotinted. In the third year 
the aetaal tax rovenae net of dlaoretionary eseasuroa of this 
year Crpg) woold be dlaeounted by aniltiplying the figure by 
^12 vhieb la expected to be less than 1 (Beventte io the seeond 
year (T^) ifould be larger than revenue net of dieeretiooary 
change in the teeond year C^x?)* f^ thi i proe^ss goei on In the 
fttlMiefiient yean the revenue would be dlaeounted again and 
agalA due to the diteretlonary ahengea under taken In the 
previotti yeara* Thoa the foraula for ealaulation of adjusted 
yield in the subae^ent years «Ky be genereltsed in the follov* 
lag wyi 
^ij « ^ j-i.J X Jl LI - .11 . ^ J 
If J « • the forwtla for adjusted yield for 8th year vould be 
as fwUovsi 
11 • ^ 7S W Ti" • ^4 a^ t^ 
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Bf 9xeludlng tbA mttmcta nt di«er«it;lon«rjr ehanfwf la this 
vmnrvfcr WP R#t • »©ri©» of tax ri»ir<*nu» vtiieto i^ r»lat»A to 
natlonAl ineoM> (or otbffr b«t#) glvd an th<p eoAffiei»^t 
of •lagtleitjr wfeich indicates built-in r«^ v<%auft f lexibi l i ty 
of th« tax. 
Tb9» abovf ffi«>fitloa^6 foraala i s aopll^^ in ease of 
data glv^n lo "^ flbla 3»1 la ordar to ealeolate tax-lnooae 
patio hPM l?»70»7l tax pat^s pravallad lo th«* 8obB»quent 
ffBis, Tha r-^ialtant data mrm i^ lvf^ n in Tebl#» ^,B 
l f f l« iu# f M « tfeloo and St«t«» "^axaa a t 1970-71 pat*»« 
T«»ara 
l f ? 0 - 7 1 
1971^7t 
l979-7» 
197».74 
19?4-7t 
197i .7« 
1976.7T 
1977*7t 
Hat 
I>o«*»a-
t l c I'ro 
•duet a t 
currant 
P r l e a t , 
1 
S4»«M 
97»01» 
40t«99 
i O f t t l 
6 0 » i i e 
•0»8S1 
•«»e84 
7S«167 
T o t a l 
Hav^fiaa 
of tha 
tJjnion 
Taxaa. 
P 
3^«v0 
9»6a8 
4«<Nll 
4 t S M 
4 « M i 
« t 7 d i 
««1M 
• t O i 
Itavonaa 
of tha 
8 t a t a t 
o%in 
T a x a a . 
fl 
1»8»« 
1»4S0 
1,809 
» , l » 4 
8 , i 0 e 
a t O i i 
3§94o 
a,604 
noabl -
nad 
Ravanua 
of Union 
4 ^ t a t a a . 
4 
• • ! ! • ftfdCHI 
SfSSO 
4»<4t 
7,447 
• , 7 t 7 
9 , t 8 9 
19,088 
( 9 ) 
a t ^' 
of 
(1> 
di 
9.9 
9 .8 
10.0 
8 .8 
8 . 8 
9 .4 
9«8 
8 .9 
O ) 
a t ^ 
o f 
( 1 ) 
4 
4 .4 
4 . 8 
4*4 
4 . 8 
4 , 8 
4 . 9 
8 . 1 
4 . 8 
^?, tf4f«f 
Tax.ineona 
r a t i o a t 
1970^71 
ratas of 
•^ax(4) as 
f of ( 1 ) 
7 
13.8 
14,3 
14.4 
18.7 
18.8 
l i . 3 
14.7 
13 .7 
Sl8tti i* <1> < o^I. 1, Tabla 3.1 
( t ) Data in Col. 8*4 mr* aalavlatad witli tha lialp 
of tba forwtla ax9laiiia4 i s tlia t o t . 
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Tli« resultfl in T«bl« 9.1 can b« eoapsred vltit tb* retaltt 
obtained in 1?abl« 3*^« A« a resuuLt of i£trg» dis^retioQAry 
Bf»asur«»8 tax baoyancy lncp*»a««»d frt>« 1S»6 p«*r cent of 
nationfil ppo6aet in 1970-71 to 18 pi»p c«nt In 1977-78 
(tabic* i ) . l } . But bad tbe tax rat^s of 1970-71 eontinuad tax-
lne?>ran» pskllo wKOld tner^ns« only ttism 13,6 p«p c«it in 1070-
71 to 19.7 p»r cpot in 1977-78 fabl© S.P)» Thi» Imaie r*^fult 
arrived nt in '^ abl'^ s J*,? 1» ttiat wbat«^ v«»r inerf^a^ In tax-
ineono ratio w© ai^ «xp0Pi«neSnf» in P'^ e^ nt y#«ap8 Rlfnost tha 
id)olo of i t ia dttp to dl9cp«^tloiepy fapatarna taken by th© 
iJov^pnaent froai ypap to yoap (lnepf»aae in tax pates, incpf^aaa 
in eovcpag© of tax 0te») rathap th^ tn dof* to built-in petenue 
f lexibi l i ty of tbe tax atpaetup*. 
Table 3*1 and 3.? palata tax paveaua vitb tha nacional 
ineooM of the eountpy at eurpent pa tea of taxaa and at 1970-71 
patea of taxea paapeetivaly* But tax pavenaa aa vail aa 
national ineoam nay flttetuate in diffapwit yaapa* In ordap to 
kaov the pevenue ppodiietivity of diffepant taxaa i t ia 
aaaeaaapy to aalealiite elaatieity of tax atpuatttpa ovep a 
•paaified papiod, Tneoaa alaatleity of taxation aiay dipeetly 
•aaaupe the elaatieity of tax affopta (total tax yield 
inelttdini additional taxation) vitb peapaet to national inaoaa, 
9^ tha developing eoontpiea fpeaaaat abaniea are nada in tax 
m 
m 1 
** 
o 
• 
s 
m 
• 
s 
f^  
•a 
0* 3 
H g 
«4 
• 
I 
3 
<9 
5 «t 
t^  o 
15 
s 
C9 
I. 
•s 
S 
I 
• 
S5 
o • 
0 3 
IS 
• c 
I 
» S S I S ^ I 
'iB S rS S 8 
»-* r i rt H « 
03 O tt 9 
fr; S> 5^  § 
HI ca K r l 
<» « H 
3 5 a ss 
^ tt> to ® 
^ ^ 8 S « -^ 
.^^ MO C9 r>f 
A « H C3 
x^r {W 00 Ob 
ca to H « 
;$ I; 8 S 
e l S i i l i l i 
•••f ir4 •*'• ' ^ 
r4 1=1 S 
s * 
'-^ C*i Q s s 
!? S d § 
» i 9 i 
2 I s 
%^ OB Cd 
S O C9 O s !e s^  
r4 a 
«G8 9 t l 
49 %6 *-« 
3SIII |Si | 'Of 
o <a 
S 8 S ? 
O H « 
S S ^ S 
^ IS ^ ^ 4 s ^ ' 8 S S S &
f^ fif iHI f r i ^ l"*^  '"T' 
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ratfti And othmv dltemtionary st#pt mvm tak«ni to ineriMist 
tax v«r9mtm9* ?h«r«for«9, ineoiwt olstt ioity of tajrjtiwi cwup* 
risfft of tvo effeets —— tax tntoyancy and tmllt.in revenaa 
elaatlclty. 
In thA pr«i8i»nt study th« buojraney and built-in 
^laatielty of varioas taxna bava betm oalettlatcHS for tha 
pftrlod 1970-71 to 1977*78 th«» latfe year for wbieh national 
Inconf data ar« avAllRblft. Tor ealoulatlon of ballt*in revfmu<*> 
f lat t lc l ty It la n#c? i^50py to deflp^tf thf» data of eetcml t»x-
rs^ venu** of dlff«rffltit taxea at 1970»71 rataa of tsxAtlon, 
Tbla bat h#»*n don« In "^ fiblp 3,3 with thf» h<»lf of tb«» rei*thod 
utffd for fnbla S»P. {tow two t^ta of data are avnilabl# for 
«aeb tax, on* at eurr<tnt rif^ ta of taxss and tba oth<»r at 
1970-71 rataa of taxat, %r# eao relate tb«iHi witb tb^ national 
ineoaa data* 8oa» writara Ilka J. Naxvall bav« auggattad to 
ralata abaagaa In tax ylald to tba abangaa la baaa. Bat tba 
ravaaua yialdlng aapaaity of varloua taxaa aaa ba eonparad 
i f alaatieity la ealotilatad (taint a ca—aa baaa* National 
ifi«o«a iff tba aaat aaitabla baa» froa tbia point of viav* 
1l*r* Br[tbarton in bia alaaeia artiela on aanaitivity of taxa> 
tiaa obaarvad aa followf • *"8inaa aonay inamne la tba nltiaata 
aottra* froa wbiab a l l taxaa nnat ba paid, i t aeaaa daalrabla 
to aaaaura fluatiiationa in tba ylald of partiaular taxaa 
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ftfralitt floettiatifing in tti« totnl of v}iif.ion«l ineoam. 
Tax IMoir^ ney and ImiXt-ln *»li»«ticltf can hm ealeulat-
«fl by usini; feh« folloirtnts ffixpon*»nt:i'»l rAiatlonship. 
•P • a y** 
TaKlni? logretKbfns on b*>eh tfe« «ld«s »*i g<=^t 
log T s l^g a 4» b log Y 
Here T and Y denot® tax srield and national ineooMt 
rwii,ectiv?ly» Tha regreaslon coefficient •a* df»not98 the 
level of tax yield (T) when Y, la eero* ^be rogreaaion co-
effleleat b alsrnlfiea the elaatielty coefficient of tax 
yield with reapeet to national ineone. It indieatea the per 
cent changA in tex yield that aecomp^nieg l per eent change 
in national inooae* tJgm of ragreiaitm method is justified as 
a l l the taxes have n high degree of correlBtlon between tax 
yield and national ineo«e« 
Tittt " gti 
Til ftMrfiMY ^ i ftiilitilB BltiUttJilY in fiiif tf nittttrt 
S i i i i . 
Taxaa Tax Built-in Revanaa 
, JMYiagr ?liii4tt4tr 
A. All the Taxaa 
(^lon and Stataa) 1.3416 0*9Slt 
M« B*F« Iratbartoo. Qiiatad by N«ll* Sury,!^ 
igUBMk* Bpeaial Caafarante Bvabar far 
1 5 8 • 
B« OnltMi •''•#•« 
!• Ineoao and Corpora-
tioii taxes. 
?• Caatoa Puti^t 
3» Onion "mclaa Datiei 
C« State ^axaa 
%» Sales TBXfta 
S. Stat© nxciso Dati«s 
3* ^grieaieural faxes 
1,?>098 0.90P3 
1*3^90 
1,40?3 
UPPOl 
1.4066 
1 « 6 3 ^ 
1.3087 
1.0010 
1.1906 
1.P776 
0.6?>17 
1.1493 
1«44<^ 
1.05?»7 
0 .7083 
SaiiLCfi£< fable 3.1 to 3.a 
Rot«i t l^thod of e^leaXating tax tmojranc^  »3d built* 
In rev«nuf» elastieltjr i s ©xplt^in^ in th# taxt. 
r^om Tabl« 3.4 SOIB® inportant r^^salts about Indian tax strue« 
tur» iwy b*» dra%int (#») fax^oyanoy of thi» Indian tax structur** 
i s iM»r« thsn unity ov«>r tlia period undar eons 1 deration. It 
sliovs that 1 par a*nt ineriNisa in national ineoaa has b«»«n 
assoeiatad by aora than 1 par eant ineraasa in tax yiald 
eoabinad of Uaion and Stata taxas. But this inaraaaa In tax 
yiald has baan possible only dtia to larga disaratioaary steps 
talcan by tha HkiioB and State OovaniBents baaausa bailt»in 
r^vanua alastiaity of a l l tha taxas has been lass 6haa unity. 
(•Mil). 
(b) Ih ease of Itaioa taxaa disarationary steps have been aore 
iapertant as ecMiparad to those of State taxas as la aase of 
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the fOfMr tax m}M»tleitf <n«t of <liter#tioa«fT tt^ps) i t 
0.90?3 vfcUn in eatp of U€t»r I t i t l*X49d. 
<e) OiU.011 «xcifl<i dutlAf hav^ thom • v^rf lov d«ir«e of Imllt 
in #lftatieity (9.6P17)t Init dao to largA diseretionary at«»pa 
tax buoyaney la high l,?$»01)* 
(d) Ottt of tfcfi %ion t^xea eaatoa duties shov high degree of 
Imojraiey a a v^ll a t (^laatleity* 
(e) Aaong St«t#t t'^xea Salea tax la th«« aK>st tnioyant taxi i t 
®lfo Bhovw a hij?h d«if??»« of revfaao elaat icl ty* 
''^  - P^ «Pf '^ 'glffP t»y.lft« <?ftVfgff!lt^ ,^la 
Pffoo, M3iftff TOT ^tniglagi*—^ 
Fro» tifia to tiiae varioua stf>pa .^ave l^on taken by 
the OoveitiMnta—Cantpal •« veil aa Statea to reforr the tax 
a true tare of the eoutitpy vlth the parpoae of briiiginK aore 
revenue and to fulfil other aoeio*eeonoaie objeetivea of taxa-
tion i»oliey. Theae reforaa nere in the direetion of expanaion 
of eoverate^ ratioaaliaatioe of tax atruatttre* aaklAg tax 
atruature alalia ao that it reaolta in better tax adainiatra-
tioa and greater tax ooapliaoae oa the part of tax payera? 
aad ifithdrawing aooaeaaioaal treataant and exeaptioaa eta. 
vHiali dii not aeree the iaaired objaetieea and opened loop* 
hoiea for tax evaaiaa aad tax aeaidanee* 
lit 
I S O 
X* i^ggMiXw j r ffttfmt *" l^M» Mia A^fMt of Jxaum 
tax atmetUFo «t ttie Uov of in4«p«ad«r3e« «»• i t s tmrrvm 
tt0V9r»t** 4 f«v t«x«f Ww IneoMo and eorporadOQ tazatf 
!Mion •zoia« 4iiU«f andl eiuitMi dutios v9Po levied fegr Cbe 
0QioD Qovenisent* &«rlealtaral taxety 8alea taxes t State 
exeiee^ Staag^  ead registration nere tbe laaiii taxes levied 
Iqr tbe States* Iki ease of ooaoiodity taxation ttio msaber of 
e(»aM»dities eoveretf W tiies nas eeyy saaUL and pi*opertf nas 
not direotXjr taxeii^at an* Pressed hy revenoo reooireseiitSf 
to bring feerisontal equity asioiig different seetions of tat 
pajrers and to introdoee an eleisent of diversitjr in the tax 
St roe tore I Mm» new taxes vere fotrodQeed froa tiae to tiiM* 
^;state duty wis introdiuied ligr tlie nhioB Ckiventnent in i969<»S4« 
Ttee aiiaiial vealtli tax and expenditore tex were isposed ttkreofli 
tlie IkiioR Bndget ].9t7*St and gift tax was introdoeed in tbe 
yeer 19M»M* 
Tari««t stops were token Ir tlio •ovonnwit to expand 
oovofoge of tiM preoeot taxes* 
As far ttko foestioo of personal insoae tax i s 
ooBooRied soae steps t#ien %r tlie Oovonmsnt in veoent fears 
wore in tlie direetloa of expanding eoverage W oitlidroiiing 
soae waeeessarr exe^^tioas* Tlie Oireot Tasatioa iBfttirr 
CoBSdlttoe reooaaeodod to enlarge tax base Igr latlittAg eatasX 
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•ltd noii-r««orriag r«e»ipt9 la tit* t«xitVL« ia«MMi» T}i« 
Fiii«ii«« Aet 197S prftfi4«4 t9 «fts iii««M froB X«ft%«riiNit 
«rott»«ord pi»sl«f r»e»« laeXuding ^rso tttftut and emrA 
gmmw •!;«• »t « i«t« of 34*6 p«r e«*iit ( ao pi»r e«n« lMi«l« 
tax plot a ffitrebatsa of 4«8 por e«fit) i f ineono fros tb#«o 
90UTeP9 me*9SM 1». IfOOQ/* to order to solvit tbo probliw 
of tax ««aaios hf eeatraetortt on tti« r^(»i»#ndatioQ of the 
Wsmeboo CoMdttaet tbo Pinaneo ^ t 197? providod for edaet* 
ion of tax at aoiiro® at tha rata of P p4ir e<»it of tlie pay-
aeats aada to eositraotora tgr tlio OovertuMOt^  looal aatfeorl-
tieiy ttatiitoiy corpora tiont and eoapaaiat* Tha Finanoa Aot 
ljB?9 providad iatagratioa of noa*agrieiiltural and agricaX* 
taral iaeowi in ovdar to datersina tha rata of tax oa tba 
foraar* Ttea aaliaaa appliad to individtialat HCR^t mragiitarad 
firw and aotoaiatioa of panonf • tkidar tba Finanaa Aot 1976 
inaoaa darivad froa a iMaiaaaa of livattoak toaodingy poultry 
or ddlffjr llMHiai «•• inaUidad ia taxaU.a iaaaaa^ i f inaoaa 
fra« tliaaa aawtoaa axaatda «•• lO^ OOC/* par annm* WAtm axaita 
datiaa ia tiMi aaat iapartaat Iwn ia vkioli aavaraga ma axpand* 
ad fraa tiaa to tiaa in atiar ta iaaraata ttia ravaaaa prodaat-
ivltr ^f tlia tax jitnitl^ Mra* tlia muibtw of aoaaodltiaa ta^jaat 
to 199 in 19?i»79« tlia aaaMdilf a9««fata «ndor mf9 arsta* 
waa a aaatrovartial itava ia W «IA 1970*0 aliaa Tvi^atappiali 
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CoMRittft* rw9mBmkA%6 abolition of mreiss duty froa iw 
p«v«aii« fi^Miftg ItBtm, Oii« «rgtsMint put forth in favmir 
of Kteliliiog #xeif« daty froa lov reveao« yielding itBms 
WIS thftt dun to long l i l t of meU« tariff eofitt of eolleo* 
tioa go*9 ttp. Whil« «gr««iag vitb tbit argoatut ttio Jim 
Coi»iiltt<»« ^id not fftirotip eontfftetion of «xeit@ oovoragn* 
HA tb« vo7d« of tbe Coantittiiiit ** @ar eontld^red «l«w i t tbat 
i t wotild b^ b«ttftr to levy exeise datl«»t on as vide a range 
of pFodaets at possible^ a«JEiflS appropriate proc^ural 
reformi to airdaise eoats, tban rely on taxing a teleet range 
of etMMidities at rlaini; ratea vbieb would hav<s dafr«i;ing aide 
effeeta tm tbe eeonoay and wHild not adeonately serve tbe 
60 
needs of rev^ua**. 
Tba seeond objeetion to tbe extansion of exeise 
duties to a U iprodaata is dae to tbe view tbat in a poor 
eooatfy l ike India baaia neaessaries abaald reaaia free frow 
taaatiaa. Soaa iteaa of basia aeaaaaariaa l ike faodgraina, 
vegetablesf ailk» aaet» salt •H» are aseaptad fraa exaiae 
datiet bat ia atbar ibaaa a gaaaral aaeaptian is aat possible 
afr tbaae are aaasaasi by pa^r •9-^t^A aa rlab atoasea^ Sugar» 
alatbf aatab boat laraaaaa aai aaap tm* •mm ia tbia aatagary. 
t t» Oavaraaeat af IMta* italabfr at flaaaaa, i | t t K | j l t - l i t 
id« 111 fiMititui iA^liav liliiiBJIlMdb 9mm t.d. 
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Tli« only tlilnf tli# OovArnM^nt enn do In tills fluid it to 
•dopt dlaejpinlfiiitopjr s«t»« in osse of low prie«4 foods and 
high prle«d goods. Tti« poliey is followed in easo of elotb, 
soaps and othap dotapgants^ shoas and oadlelnes ata« 
ABottia? obSaetion to 9& axtandad syttas of axolta 
taxation arisas froa tbe fnet that it woQld inaolva taxation 
of Inpaj^ts at aitoeassiva stagas of produetion and thia asy 
laad to 'easeadlng* and bigb iaaidanea on flnai prodoet* But 
in tba vords of ttia Jha CQauaittaa» " A aolntion to thia 
problABi has to ba fonnd^ hat the ha?iBfttl affaots of easead* 
ing aannot ha nsad as an arguaant againat tha aztanding tha 
axeisa basa*** 
Tha prineipal of vtfiitarsai aovaraga in tha X^ adian 
axaiaa sjrstan vas follovad in tha Dbion Bndgat fo? 197S-7Q 
with tha Intredoation of ganaval axelsa dntr on ^klX tha it a m 
'not alsawhara apaaiflad** Thia tariff itasi eovars a aia* 
aalXaajr of prodvMta, soaa aonaaaara* prediiats« a larga Au«bap 
of lapats and a wlda rang* of aaahinarr and eapitaX goods 
avaapt thosa vhiah had alraadf baan aotarad andar othar 
tariff haada. All thasa itaat ara iaalaiad in tha Tariff itaa 
«i af tha eaatral «miaa aai Salt Aat 3 M 4 . Tha proaisioa of 
tf-7 
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g*a«f»X mxeXtfi ixttf exMiptt a l l tht goodt fron l^tjr prodiMvd 
in flseXl tealc sA t^op — geoAt prodiie«€ in tfi« fietorl«f 
•spiyiaf lets than 60 votk9PB i f tb« faeteir vorlcf vitli po«»r 
©r 100 voxbers if the faetorr vopkt without poner. The pate 
of dtity wbieh vas only X per eeot in the beginning tma enhano-
ed through the subieQaent Finance ^ t a and the flnaiee &et 
1979 ioereasei! the rate to 8 per eent ^ welorfa.. The revenue 
from general exeise duty under it^B 68 i« shoim in table 3«5. 
The revenue froa the item «hieh vaa only 0*89 per eeat of the 
baaio excise duty revenue in the year 1976»70 increased to 
9«6IS per cent In the year 1978»79 {BX*}* Thus the refora 
introduced by the Qovemsient for universal coverage of excise 
duties MIS a st«p in right direction. 
Tfttt * a^ ff 
BttflBttf frw Vhlflii Tfic4ff fiBUti W t r Ttrtff Um ff8> 
BitrTaffti 
Tear 
lf7S»W 
lf?*.?7 
19?S>79 
Revenue fran 
Btsic isxeise 
Duties* 
a»Mi 
a»7i« 
4*109 
4»« 
Reveeue frws 
l^xcise Ooties 
under Tariff 
mJubBKkJKm^mmmmmmmmm 
lO.fS 
a iw^0 MH^P 
7?,9i 
IVt.OO 
(If) as f 
of (1) 
0*89 
U06 
1,89 
8«8t 
I (1) 
is 
••9 BffiittB 
f^iaise and e«sl«s^ lev yelhi, 
IWlIf i W i m t i ^ t ^Mrterly 
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Tli« eomodity eov«r«s« of «xpope dutl«it imt •xpandcd 
•ft«r devaltttit>a of ladiao vapme tn Jitne« 1966 «^«fi •j^ popt 
dttti^a ii97« inpotsA on • nusbur of eomaoditi^g faeb • • jut* 
j^afaetare* tusf o i l eakftf tobaeeot Biiea bide and aklna, 
*Qd iron ores ete* Tbo duties ver« i<»vied nslnly to mpp up 
tb« gains to tbo exporters due to higb prices in imrld laarkot* 
In tbe State seetor coverage of sales tax was expanded froa 
year to jrear ligr Inelading nev iteiss ander tbe tax net* lb 
the Ritsnebal ftidget for 197fW79 a sales tax vas introdoeed on 
botl<»8 and balvais havinp^ an mino!^ I tnmov^^r of aKire than Us* 
40^000A* Bsam States introdoeed sales tax on soee items like 
saltf food-grsinsf fertilisiRrs, keros<*ne and hand»Xooi& cloth 
ete»t vbieb were pretionsif out side the tax net* The^cops 
of State taxation vas expanded hf introducing se»e nev taxes 
l ike a cess on aarttet arrivals introduced Iqr i^ ffitjab» Barjrana 
and Karnataka, profession txx introduced hf Miharashtra» 
Madhya Pradesh and /asan etc* T«leetrieity duty i s also a nev 
levy introduced by State Oovenuients in result years* 
t* BiMliaimmoii tr U t t HfclUBtBrt** various steps 
have been taken by tbe tkiioA as well as States for rational* 
isatioB of rate structure of different taxes in order to bring 
larger revenue to tbe Qovemaant* 
Tbe structure of personal incoae*tax was raticoalised 
on tbe lines suggested by tbe Muicboo Cowaittee and tbe present 
structure does not present socb scope for further refovM for 
166 
nobilitlnf larg^p r»tottre«f • ?tHi b«tle «x«»»ptioii l iv l t mm 
r«St«d trtm !l««R,O0OA to Hf. 10,000A miA9ir th9 Flnantt* A«% 
1677 9tnA It vM • p«fttonft!il# tt^ii af bfttie «ir#mptioB Halt 
in Xndia ti«« baon eAlat2ln<Hl at a lavol rotiiihly 10 tlnaa of 
par esplta inecma* Tba axpmsted lots of pavcntia as a rfisalt 
of raising ^xf^ sptifm lioUt vaa to bit e(»ip#niat«i lijr iner^aa-
log rat@ of sureharga f roa 10 par offol^of th« tax aaoont. 
Tim ti^ aiiehoo 6om!Bittee va» highly eritieal of higb 
rate of taxas (going opto 97,76 per cant ifieXodiag amrelsarge) 
pravailing in tboaa days* Pointing out the eaosea of tax 
evasion tha Cotamittee gave Ho. 1 to bigh marginal rate of 
taxation* In the vords of ttia eosmittaey *vfean ttia B r^glnaX 
rate of taxation is as high as 97*75 per eentf tlia net profit 
on eenaealnent ean be as aRieh as 4,900 pereent of tlia after* 
tax inaoee ••.We vi l l not be surprised tbat plaaed in saeb 
a sitae lion, i t would be dlffiaalt for a person to resist 
tbe teo^tatiofi to evade texes.* Aaeording to the Comittee 
aaab bigh rates of texatloa wore tolerated wiialy beeaase of 
tbe iiido»spread evasion tbat took plaae« Tbe Canaittee gave 
esaaplos froo so aaajr developed and underdeveloped aoontrlea 
wbere redtiation i s aarginal rate of taxation proved a snaeest. 
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For • long tlia« thm t«x ayoteei in tr*K« voo undftr Mmwt 
erltieifS boe«iitA of i ts liigit s^Pfitinl rtttii of 19].«?5 por 
oMit* Vor p^Atifig tblfl opitieitiB the top rmt» on <Hi7nf>tf 
ineoiBO vat brontiHt down to 75*4 p«»p e«vat» '^ ho Cooieittoo 
p«oo!ni9@nd#d tbate *thft isaxli£ii» tiarglriftl pat<» of iaeoiso tax, 
iQoIaditiii; uttrehapie, ahoald b* brot:^ tit ^Qvn fpoa i ts pnis«>fit 
lev^l of 97«?8 pepe<nit to 7$ pop e«mt PtnA aoie r«ciaetioQ in 
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tax rat<ia bo also givon at tba usiddle And lo\mr levsla** OB 
reeocfisoadatlon of th^ CoaBitt«« in tbo tJhion Bodgot for 
I974«76| marginal rate of tax wbieb wm 86 p«r eent (cixolttd-
iog surebarge of 16 p«r cent} vat rodtiood to 70 p«r Oftnt 
vitb a ttirebargft of 10 p«r cent on ineoiB««-tax anoont, 
t"ff«»etiv(i from tb« afltntteiont y^ar 1975»76)» Tbttt tbo bigb»tt 
tMirginal rat* of tax vat fix»d at 77 por eont againtt 76 par 
eant r»eo«MHitfod by tbo Vtaoboo Coamittof*. At toggottod bjr 
HMMboo e.o«a)itt«N» tbo tax rat«t at viddlci and lov#r loY«»lt 
of ioeaaot vwro alto pwdoood. Tbo rovwaoo fro« ineono tax 
otbor tban oorporation tax (Inoloding Statat* tbarft) vbieb 
iNit llc.874 «9»rat in lf76»7i and during tba folloving ymn 
i t introatod oontinnotttlr* A largo iaoroata in tax ravonuo 
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VM <Ia» to *»dP« p«»li«tlc r«t«f • mn& tSght tnm adtainittra* 
tloB, ^cpir«iS t)]r a largpf tax eoll«»etion inapit^ of radoe-
tiona in rataa, tax ratea mrm farthar libaraliaad andar 
tha Fiiianeo Act 1978. Aeeordlng to tha ehmngpn introdueed 
tmdap tba Plnanea Aet 1976 tba itmstlRtin sArginal rata of 
loeoaa»tax vaa r«^aead from 77 par cant to 66 par ctnt and 
waa aptille^bla on tba aXab of ineoma ovar Ba«ltOO«000(affae» 
tiva froai tha A»Y« 1977«'7B)» So loaa In tha raaemua «iaa takan 
into aeeotint daa to axpaetad batter tax eoaplianet;* 
Tl^ rata atrnetura of imaltb tax ym9 ehangad again 
and agnin in erdar to a«ra# ttia objaatiaa of aoeial aqoajtity 
in a nora affaotlaa %mf and to bring iargar raaanua to tba 
Oovamaant axehaQoar. 
Bat%m<»n 19^«>70 rata atruatura vaa altarad 8 tinaa 
and tha ganaral tandanajr wat of ineraaaing tha rataa* Tha 
rataa of tax vhiah varlad batvaan 0.6 f 1«S par aant in tha 
finaneial yaar 1967-M ^ff anhanaad ta tha raaga of 0.6 to 
S par aant mdar tha Finanaa 4at lj971 rataa wr9 atiffanad 
(Marginal rata going apto 8 par aant) aad tba baaia axaaption 
l ipit af Ra. 1 lakb la aaaa af indiaidnal and Ra« S Ukha in 
aaaa af aaaa of MAP vaa nitbdram mmm a paraaa baaana liabla ^ 
tax. ttMlar tba finanaa A«t ifVd bba rata mw anbanaad m tba 
tva Btidla alaba in ardar %• inaraMa tba affaatiaaaaat af 
tbia fiaaal iaatraaaat tw radiiatag diaparitiat i s iaaaaa mU 
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Mi4 ii»»Xtli« Hr. r.» SQbrttBsniiM prvtftnting th» last toaAg«t 
of ttm Coagr»t« r^i«« for tho f«Ar 1978*77 foima t6* rait* 
•trtaeturft of wpslth t«ir to bo too to r#oIiitio» Bo Uborollo* 
«4 tb« roto otroetupo nod tho n«v rotot topiod l)otv»«o i por 
e«»nt (for tbo v*«ltl) upto H«« 6 X»kho) to P*6 por e«at (for 
tlt« vwoltti vwfir Rff« 15 Ifikbs)* ICP« R*!'^  ^^ t#>l« thm firot 
Fintae** Wlnl«t«r of Smntn Qovonii«o»t ««i>lo »tlff«»no« tov 
rat«o. Aeeording to tho tfoioo Budgot prepotAlo for 1977*78 
tlio initiol slab of B«« 6 lakbf wot split Into two slobt • 
wvoltb opto Hg* 8«S lokbs carrying o tax of i por eent (at 
aarliar) aad tn eate of wealtb botwOfHi In, P^B lakba to Bs.6 
lakbf rata of tax vaa loeraased from # to 1 par eent. On tba 
n^xt t«fo olaba ratat ^mre Ineraatad bf i par eant but tb»ra 
«M X par a«ot Inarcata in tba tlab of vaaltb ovar Ra« 15 
lakba and rata wit loaraaood to a«6 par emt* 
If aa aorralata rata ttraatara of aaaltb*t«x vitb 
r«a«aiia availabla la dlffarant ^aara «a flod a potitlaa ao* 
ralatSon batwaoa tax ratajaod rvtmm* f9»iif4 froa tba tax. 
!>«a to laaraaaa ia rataa of tax la tba aitaaoaant ya«r 
197i»78 and aargiaal rata af tax appliaabla at tba vaaltb 
aaaantlRg no. l i lakba aa aaaparad to *%• 90 labbo In aatat 
of aarliar aataoiaaat raarOf r^mvm fraa tba tax Inaraaoad 
frwB la* •§ araroi la M71i»7l ta la . M araroa in l97i*7t« 
FartbaTf at a ratalt of laaraaaa la rataa af tax aa tba wAMU 
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SIAIMI at ymll at da<> to wlthdrnvml of 99Bm <iX4mptieiitt 
PA«€iiia« from tho tax Inerpaa^ to "^ a* 59 eroraa in 1976-76. 
A larf# iiter«afc In rAvmnaa uaa alao attritetad to aora «i 
•ffeetive administration of tisa tnx daa to ttia Voltmtary 
idseioaara Setii^ re introdtusad in Oetobar 1076* Zn tha Union 
Bodgat propoaala for tka raar 1976»77 tba rata atmetttra 
«aa aool} iibart^lised (marginal rate of tax reaobing milf 
^•6 par eant agaloit 8 par cant aa earlier) and hoping battar 
tax eofsplianea dui^  to llbarnl rataa the Finanea f'iiniatar 
liopad to aeblava tba sana latcil of ravantia in tba aabaaqutnt 
y^v(l977«78) vh«n tha rataa imr® axpaetad to be «iforead* Bat 
ttia ttoion Budget 1977-78 tot* credit for reeeipts of tha 
order of Ka* 40 ert»r#a only from wealtli tax (at old rates) 
**T}ie deeline in reaeipt as eoapared to the raeised astimates 
for 1976»77 vas en aeeonnt of reduetion in rates of tax under 
the Finanae Aat 1979*** Flirtharf under the Finanee " t^ 1977 
the fates vara reeiaed npaafd and iiarginal rate of tax reaah* 
lag iipto 8*6 par aaot, IHie to this step the finanee Minister 
expeated an additional revMiaa of Ss« 10 prores* i^ roa the 
patt ahsereetians and aansidering tha large anoung af tax 
aeaaiaa and tax avaidaaaa nhiah take ^1M— daa «• praatiaal 
adalBiatratiire diffiaviltiaa tha aarginal rata af 3.S par aeot 
taa aaasM to he tea liberal*?*? tMrattting tha ravantae 
»rai«a«tiritF af «ai, tax ratat g h f l i t w i * batiMen 1 and • ^ 
\IH% .IfTfTtti 
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witb thm oArginftl ratA applleabX* at It .16 lakbt at i t i t at 
pr«a«nt* Throogh th» '^ Inancft Act 1979 tha pat» ttpuetopa of 
imaltb tax vas again atiff^'ned. Tha ratf» of t?tx vaa inereaa* 
©4 fpoa P»5 pep cant to 3 p^r c<tnt on th# r»*»t vtalth |}«tiia<^ 
"is, 10 Xakht and Rt« 16 lakhs and tptm 3.6 p«r e ^ t to 6 pap-
edot on tba nnt imalth ov^p i^s. 16 lakha* The ^ t a s of wealth 
taji on alalit opto Ha. 10 lakhs pessalrK d^ aricbaQg@d« Thoss 
ebangea v(»r« exp^tad to yield Hs* 6*6 eroros doping a y<*ap 
and woQld \m applleabla v«e*f« tha assdssraent yeap 1980-81. 
fhos tba ppASdnt pat«? stpaotape of annoal wealth tax s^ e^as to 
b^ on pational linos* 
Th# pat« stPttotop© of laport duty was mtionalSs*»d 
in Auifltnst 1966 wh«n ln8t<wd of iBaltipliaity of pate 3 pat<»s, 
nan»ly 40 p«p e«nt« 60 pap eant and 100 pap eont wapa flxad 
fop diffarant typas of eomsoditlas. This pata stpuetupa was 
pavisad following dawliiation of Pttpaa in 3imm 1966, Tha patas 
of ii^»opt duty wapa saalad down in opdap to praaant tha landad 
aost of a l l ia^ptad goods* Tha patas in tha eatagopy of 40 
pap aaat and 60 pmr aant wapa bpoaght down to 97k 9*r eant 
and 60 pap a«st taspaativaly* But gradually tha patas wara 
iaeraasad to pradavalnatlaa lavals Minly on pavaaua eonsldapa-
tioBS* 7» tha ppoaass lapgar iiMibar of patas aaapgad. Anothar 
attaapt to ratlaBaUaa tha laport tariff was nada in )*y 1971 
wfcaa 7 i i wmlmwam ratot af daty vara raplaaad by four ratas of 
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laport duty nasmly 30 p«r c^nt* 40 p«r eenb 00 pi>r e«nt and 
100 p«r eont ^ tb« patt«ra introdueed in 196S« Tbof the 
present s true tore of lapurta datifts^duw to p7eir«»iaaeft of a 
fev ratea B^ema to Im on a rational lin«>8« 
8c«* 9tmp9 havf> bef® taken la peet^t ypsrs to 
rotl(Kialla€»^ tb<4 rat« atpiu»ttare of I%ilon <pxels<» dati(»s« Tha 
sain line of Fatlcm«)liaatl<m haa be«n to convert 8p«»eifie 
datSea Into tfl y»Xap^ on©, In the t&iion Budget for X969-70 
ratf»8 of duty on 9 itatna Inelndlng^aga^t Ceawat, ©l^etrlc 
fana etc* V9p© e<Miv«rt*d fptm apecifle to jfl, laiacas.- In tha 
Budget for 1970-71 tha apaelflc duty oo rayon or art i f ic ia l 
aiUc fabrle and alvwinittm vaa eonvartad froa apaelflo to 
1^ li^Jara^ ona. A larga Rtimb#r of apaaifie dotlaa ware 
eonvartad to i i | nalaren ona in tha Uliion Biidgat 1977-78. 
Hh^a* aoaBoditi<»a Ineluda eotton fabrlea of eoaraa and nadioi 
tarltiaay radioa^ tranalatar aatt^ tapa raeordar-eun-radiOf 
ataro and hi*fi naaieal ayat*M* Tba rata of ^aty fixad on 
thaaa itana tpaa 15 to 35 p*r aant §4 aaloraa dapanding on tha 
itan and ax-faatery prleaa. 
i^xaia» duty on voolao yam naa pravionaly aollaatad 
fro« a nniibar of avail apion*rt. A« thia lad to avaaien tha 
duty waa raplaaad hy inaraaaa in tha etiatoa duly at tha ataga 
• f laport of raw waolt naota waal and raga In tha teian Biidgat 
for 1977-7S. During tha aaaa yaar a atraataral ahaaga in 
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•TOltft Autlut took pl«e# W mwgmr of atiKlliarf datS«f vlth 
tli« bi«ie <!atl9« of •xeifA* 
Vbllo varloua atopt have b^ n^ takaa hf tha ttolon 
Oovamaant to Faeitmalia# tha tax rata atruetura of tha 
eottitrjp tba atepa tikan \if the Statea hava not baaa ai^^ifl* 
eant* IB eaaa of Stataa tftxaa, gatierally, ratea have bacsfi 
eAhanead presaad hf tba revantia raiinireaafitSy and rataa liafa 
baan llbaFaliaad vhanevap thaaa vare ^onalder^d naeasaarjr. 
Tlitia no italfon} tpand for ratlonallaatlon of rata atraetora 
aaargad« 
9> ^Ifgt 10 ^If^gUfT Til §^nifl^ ffrftf* Varioat attpa hava 
baao takan hf tha Onion Oovaramant to aiaka tba tax atroetura 
aiapl* foi* tlia purpota of adainlatPRtlva eonvanlariei* and to 
briat battar tax eorcplianea* So»a atapa bava \mfm tak«n by 
tba Ooaarnaant in raeant jraara for alnpllfieatitm of tba 
lnea«a tax atruatora, Bafora 197i-7S, CA«T«) in aaaa of 
aalarlad alaaa^ dlffarant typaa of daduatlona %t9r» allovad 
la ordiar to arriaa at taxabla loaoaa. mth a aiav of alapUfy-
log tba aaaaaaaant praaadttra af aalarlaA tax pararat nadar 
tba Floanaa Aat !•?« a l l tbata «a4iiatlona mr% aabatltntad by 
a ataatari iadiiatiaii nblali «•• a^MiI to 90 par aant of tba 
aalarr upto 10»000 and 10 9*r •Mt af tba aaiary In •M99§9 
tbaraof aubjaat ta a naii—i t f • M 0 9 , (Kffaatlva fraa tba 
aaaaaaaaot yaar 197f-Ti}* tiM •traatttra af ttalaa aiaiaa ««tiaa 
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if»« tifltpilfled hj thm a«rger of th« auxliiarjr duties with the 
tMitie dutiea of excite* This was done in pursttaaee of the 
r^tsofraendation of th# Sixth i^neae«> Coisalssioa in terras of 
whieh froffi 197&-77 (xiifas^s aaxiliai^ duties beeaiie sharable 
with the Otates in the seme vajr as tsasie excise duties. For 
simplification of the stroeture of Union excise m\ cotton tax-
t i l e the PI nance fet 1977 provided to coni'ert specif i e duties 
into &2l iFeloreiB one. 
The multiplicity <$f exemptions« deduction and eoneessicMial 
treatnsnt provided in Indian tax structure has weakned i t s 
revenue produetivitjf. Oovernrent has taken several steps from 
tiae to tiee for vithdraving those concessions nhieh either 
result in loop*holes leading to tax evasion and tax avoidenee 
or they do not serve the desired purposes* 
k large number of ex««rptioos and concessions etc* 
were %dthdrawi froa personal ineiMie tax in order to plug loop-
holes whieh led to tax aveidene<^ and evasion. The lilaoehoo 
roastittee pointed out the noraial nodes hy vhlch Hindu 
iBdivided Tanily systea «as utilised by tax payers for purpose 
of tax avoidanee. For plugging this lo9p*holey the Finance Aet 
1979 provided stiffer tax rates in ease of income and vealth 
taxes* Prior to 1979 Bindu ^divided ^^'anilies Anjeyed higher 
ettoi^tioii limit in ease of a l l the direat taxes* The Flnanee 
•7» QP*«it*. p* 74, i>ara 9*93. 
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Aet 1979 pFovidikl anlforid mwmiptttin Xinife in e«t« o f ^ d l t i * 
da«lt and Hindu undividiid F«niXi#a ma tmr a« ttui i|o«8tloa of 
ineoiKf tax* liW'altti tair* i;ift tax and ^atat* duty i«aa etmeai*n«d, 
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Tha Wanelioo Oommittmm found tbc («iX(9!S|<tlwri of asrleoXtural 
Ineoae frcffn ineofse tax aa onA factor raaponslble for tax 
avanioa. On tha raeoffieandatioa of thm Comittee ttia Finanee 
4et 1973 providad integration of non^agrieQltoral. ineooM ifith 
agriealtoraX ineoaa abote axerption Xleit to detarsiiaa rata 
of tax on no&>agrieaXturiX Ineoisa* Caatsal and non-raearring 
Ineose vara traditionilXy ragardad aa not taxAliXa and vera 
ax«»iBpt«d frc^ taxation iindar aaetion 10 O) of thf» lneoffiM!»-tax 
l e t X96X* Aa aaeh exaesption v»i found to /provlda aa avt^ nua 
for ehannaXXialog ondiseXoaad ineoiMy w raaoanandation of 
ttia V^ 'nnehoo noimittaa, tha ax«»iBption waa withdrawn vith »n 
a!iun«»ndif;ant in IneoaMN>tax Aet 1961* nowy vlth aff«>et frt^s tha 
aaaaaamant yaar X97.'V74 inaona fran erofa*vord puxxXaa and 
Xottarlaa ata» attraeta a tax at tha rata of M par eant. Tha 
Finanaa Aat 197S providad that voXontsrf eontrlbution to 
eharltabXa and raXigioua truat vlXX quail fy for axaoiptiona 
fraai inaoaa tax i f thaaa ara utlXlaad for eharltabXa and 
raXagie«a purpoaaa* Xaeeaa darivad fro* llvaatoak braading, 
dairy and poultry famiog iMia asaaptad froa iQeona tax. Itt 
M. Jtt i .« >P. 41^49. 
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ord«r to et)«ek tax «v«tioii tti* Fln«ne« Aet 3.976 provided 
ineltxitdQ of laeo9« tpom th<ts« 80»?««t too in tlie taxable 
ioeoaa v«««f* ttia aaa«ttffi#nt y^ar 1976»77. 
^arloof eoneataiona provldi^ d in tha eotspaoy tasatloa 
if»r« vitbdravn fron tlma to titsf^  aithar dua to tha fnet that 
tfepy oatliaad th#l» t t i l l t y ot tfipwm tiar© aa«»ft aa a maaaopa 
of tax evaaion* Pr«»vloo8l]r 9om® priority induatri^a anjoyad 
a apeeial tax axaaiptlon to tha ext« f^it of 6 par east of thair 
profit. Bat on tha raeomnandation of V*nehoo CwBfmlttaa, tmdar 
Firmnea ^ t VBi*?P tha axamptiois «R»a vlthdraim* Bavelopmant 
rabati* vhieh vaa an ax«mption of * a fcanaral natura* %ras 
withdrawn v*a»f, May 31, 1074 and i t %faa raplaead by an 
in i t ia l dapraei ition allowanea at tha rata of ?0 par cant of 
the eo^at of fnaehinary «md plant installad in aalaetad 
induatriaa* Iftidar tha finaoea A«t 1979 tha in i t ia l dapraeia-
tion allowanaa vaa raplaead hr an 'invaatnant aXlovanea* at 
tha rata of 9S par aant of tba aoat of aav aaehiTiarr and plant 
inatallad aftar Mireh SI, IfTi in aaaa of apaaifiad priority 
indaatriaa. Thttt in vemt yaar tha poller of Oofamaant in 
granting aoneaaaiona in ehanging froa 'ganaral* to *ipaaifie* 
aaaoaaaiimt* 
Prior to 1978«79 larga axpanditora on advartiaaaanta 
waa a vanua far tax aaaaian* *Pha thiian Badgat for lf7ft»79 
yrofidad diaallowing a part of axpanditwra on a^vartiaaBasi, 
p«%U«l«r •»« ^^^ pvwailwi in axaaaa • f ia« 40^000/* TIM 
r«%M af diMlliMUMa vnttM ha datamlnad witk w^tmwm— U 
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thm p^T-'emnt^n^ vtoiefa such 9xp«»fuil tare be«r« to fcb* total 
ttumovsr 9? gposs reeelpts of the Imslnvsi or profettioQ. 
In r«en4ttit ]r««ra in ea9« of «<>alth tax toao •tups 
fmvm bp^m taken Isy the Oovemsent to impute aoese r^strletions 
on exeaptions or wltlidraiitng tbeai wherever neeeteJTy* ttoder 
tfee FlofiQc© Act 1»71 (P) thp baaie ^x^fsptloa of i s , 1 lakh 
in easo of individuals and i s . P lakhs in ease of HOP vas 
also included in tav'^ble bnse one<9 the w(»alth of a persmi 
becoaea tiir-.ble, Vndev the same /let esesptlons availabl** for 
household or {Mirsonnl jevellery and for 8har<i:?s fonsinn part 
of in i t ia l eapital issues vere withdrawn. In casf^  of eonvey* 
af}0(*s the exemption «»s lirsited to Es. P6f0Q0m The provision 
of excluding fro» agfrregatiwn the assets transferred to 
children and spouse was dene avay vith. these provisions were 
exiected to jrleld an additional annual revenue of is . 14«6 
erores vith effect frea the assesssent year 197t»73* tkider the 
Finaaee Aet lt74 (1) separate exeaption ia respeet of fara 
house was withdrawn. Tax payers were given option to elaia 
exea^tioB of only one house^ i t aay be fara house or any 
other house within the existing l i a i t of ts* I lakh. Prior 
to 19^^ right or iaterest of tax payer in any iasuranoe poliey 
at the tiae of aaturlty of poliey were exempted frea taxable 
waaltb. In order to avoid wealth tax the tax payers tOiik 
siagla prealaaa polieies of large aaauats. The naanae Aat 
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X974 ppovldsd that for quaXlfjring this •xmptlon pre»ni« 
•toottld twv« b#«Q p*i^ ov«r * iNnriod of 10 yMrt or iftor#. Iki 
order to oboek tax avoldane« in ease of W3P batie uxonptioii 
XiiBit vaa vp^\xe^6 from «la« P laklia to Hs. 1 lakb oador the 
Finance *«t 1976. 
Jn the field of cfMSinodity taxation the Union Budget 
for ld7@*80 provided withdrawing exeEsptlon frois eoontervail-
lag duties of emtmr.» applicable to iaported soods which 
attract elasslfler'tlmi tiader Itea 68 of the C^atml ^xclse 
Tariff, This exssaptlon was due to large Increase In rate of 
general excise duty fnwn 1 P«r cent to 8 per ewnt in the tXnlon 
Budget for ld79»80. This neasure was expected to yield i s . M 
erodes by way of eountervalling duty during the year 1979-80. 
S. lefems in Ta» Strt^ture for Sersias nan-Revenue 
Objectivest- While Introducing a large nusiber of tax refoncs 
with the objective of increasiag revtaua productivity of tax 
structure sc»e efforts have beea eade to soAlfy tax systea so 
that i t Is s»re effective tool to reduce iBeqaalities, i t 
encourages desired type of production, It encourages savings 
and investaent and i t Is helpful in naintalnlng eccnoMic 
stabil ity in the country* 
•ariotts steps have been taken by the OwereBcnt to 
use i trect taxation as a tool to cncourate lcnt*teni snviafs* 
Uatit of cent percent deduction allowed on long torn swrii^s 
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intd th<» r^et>tAlt«d ehannvXs HM ine]»«a«(»<l trtm Bt*l|OOOA 
to it.PfOOOA In th« ^'tnificp Aet 1979« It %rtis fupth#r 
lnei*#a«4»d to Rf •4,000/* iiiid#p the ^Inanes Aet 1^79 and to 
1»# 6»CKX)A tind«p th# Finane© *«t 197fl. '"h#i Ptnano# Act 1979 
provided JM5 p®r c*»«t d<»doetion on thf» ifxt Ht. 6|0CK)A of 
savings and PO pf»res»nt di^ duetiem i f aaviigs f>xee$d ^s.XO«000. 
Th« Cf»lllnu of Indifldusl favingt alloved to b« dftduetikl in 
038<* of vritora, otitiolaaa and aotora ete . vhieb vas i s . 
P6,000A prior to 1076-77 was InopsaseJ to Ba« 6O,00OA P*»r 
aniiiQ in the Finanee Aet 1976« 
A larger ou0ib#r of ln©©tiv« ppovlslons ap« allowed in 
Indian tax stpaetui'« to (^ neonrag* Invt^ sttRi^ nt In general and 
iovestpents into desired channels in partiealar. m ease of 
ewspany taxation the Indian sjrsten eontelns some effeetlve 
provisions to eneourage private investneot. The Flnanee Aet 
1976 introdoeed a sehene ef *iaveat«ent allenaaee* for 
eertaln priority iadttstrlea* lovestnent allewanee tias allowed 
at the rate of PB per eent of the eeat of ae^ttitition of new 
Btaehinery aod plant installed after Msreh SI, 1976. This 
•ehesie was applieable In ease ef 80 priority industries. In 
the words of the ^nanee Hinister, **rhe pr<Mient seheiie of 
inveataent allewanee will faei l i tate investment in priority 
industries and reduee the dependenee ef the eorpemte see tor 
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on pnblle flruinolaX InftJtutlon,** *'*l»ii I^nane** Aet 1977 
«iet«tia«fl t»i« aeapii of inv^t^n^nt ellov8«w» to a l l iBduatPl«« 
«xc<»pt fcha»« pnj^ a^ ed in maaufaeturA of «p«clfl#d low pHrtHtr 
tt<m such as eignpettef cossiotiea and aleoholie iKtvera^^a. 
In^*>«t'^,9tit ellov&nee at a hl|?b«p p«t« of 3S pep c®nt waa 
allowed on e?^chlie?y and plan^ inst«»ll#»d for •^nufreture of 
aoy apticl® using iadlgenoiia technology. For eneoupaglng 
plooghing baek of profit fop lnv€»»tis«»nt In cloa«?lF-b9W 
eoapanies tb«» ppovlalon of eonpalsopy distpibation of 
dividend ¥38 donc" avay vltb* Tb9 sa!ae Financfi J^et ppovid#>d 
d<»duetinf <pxp*»ndltap«», incupp#»d in appPov«»d ppofpaw^e of 
puprl dftv l^op s^f'nt fop pupal wwlfnpe and uplift , fpoa taiabl<» 
ineoaN* aasAssed fop coppopatlon tax« »i opd*»r to give a 
dip«»et atliffilU9 fop thm t»ttinf| uo of anall acfilio induatrial 
and#p*takings th« Finance Mt 1977 provided duduetion in the 
eomptttation of taxable ppoflta of an avount eoual to ^0 pep 
eent of tlie ppofitt* The eoneettion i t available fop 10 yeapa | 
to auali undaptakingt* In opd«p to atiiiulate invet taents in 
nev ooHpaaiea the Haien Budget fop 1979»79 provided giving 
a deduetion in the eoaputation of taxable iaeone of 60 pep 
«en% of the aaount invested in equity shapas of aev industpial 
«a^»aaies. The aaxiausi investaent in a yeap qualifying fop 
this deduaUcfi vat llsdted to Ks. lOtOOO/*. 
»• Biiifal • •l^eeali of the Finaaae mnittepi 
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In %h* flffld of lndir#et t;«ratioii variout eoneftsf-
loM ftp* sr«nt«d to «B«oarM» 4«slrffd typtt of ^roditetlon Itkm 
anall seal* B«»ctor whl«h le ««ir# ftaployis^nt ori«»nt»4. ''•Ii#» pat*» 
of exeltt* duty cm pow r^ looms w*»r© lncr«ftf«d In thu Q l^on 
Mdff»t for 1978-77 In ord^r to fnep«ss« tb« eonip< t^ltiv#i 
9o%»r of *^«naiooii factor, tllw Biidg«t alto p?ofld«d !r«ettct;ion 
in duty In caae of tel«*vl8l<m a«ts and refrlgefatora of low 
priof^s* In order to balp aini*at«#l plant tbe TTnien Btidgat 
for 1977-78 grants f%3Ee«ptioD to th«is fron tha 9selsa daty 
of Ea* 180 por tonna on 8te@l ingots* In ease of 8oaH» «l6eo 
tronie itams lika racilot transistor sots , tape raeoraars and 
oth#>r nusieal instniiaents the Union Bu^^at for 1077*78 fixtd 
>^  #d valoraff doty varying frost 15 par eant to 35 par cant 
vbila s»>ill aanttfaetorars witTm givwn eemeassiwis of 15 par 
«*<>^  ad nfloraa in tha rsta of duty. Consistant vitta tha 
poliay of aneoaraginK SSMII mannfaatura various axaaptions 
^0iT» previdad to tliis saater mdar Qhiioii Bodgat 1078-79 to 
aaaU-a ttiaa to aoapata soaeaaafally vith tha largar tmlts* 
Through tha provisioo of tha Bodgat a l l snail saala units 
Bwmtfaetaring spaelfiad goodsi whoso alaaranaa in tha pra-
oaading yoar did not axeaod ]l«*15 lakhs« wtf asai^tad frosi 
tha doty payahla oe tha f irst eloaranaa of 8s , 5 lakhs* Tho 
aia«ptioB eovarad 89 itaM saoh as «adiainas« soap, datargants, 
alootrioal goods and stool fiirBitiiros ota* Ahoot MfOOO w i t s 
vora oxptotod to ba hanafittad fro* tho provision* 
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T|i9 rol« of Xatfiaa Tax tyttmn in r«<ltteini innqtuili-
ti#f in ineoa«t w«altti waA etHittuiptiim hmw also boinn aigni* 
fleant ppoxrAttlv* rnt^t of dip«ot tantma lik# p«raoaal ineoiia 
tax* wftftltli tax, Kift tax and •ttat^ dutr ar« halpfnl in 
p#diielni dlip«pitl*t# Bat thase tax^f cover a wmrf anaXl 
adgaant of popalHion* Iheowp*, an6 eonituiption ^lispapitlPt 
ara radaea<3 tsaioly by progrisssion in etMBisodity taxea* 
Ineraaaa in pataa of taxaa on tha itaat eonaumad 1^ affluent 
elaaaaa has ?nada ttia tax atpaetura ppograxslve and i t vorka 
as affaetiv® tool in redaoing dlsparitlas* tn a stadjr eondoet-
«d by Jba Coaesittea tha oain eonelasion was that icdiraet tax 
straetora of tba ooantPf i s prograssive wltb resi^aet to 
•xpanditara, Iki tlia words of tba Coonittaaf *7aking rural and 
urban benaahold togathar, va find that tha indiraet tax iMirdan 
axprastad as a proportion of axpanditura ineraasas prograss-
ivaly fraa about 8 par aant for hottsabolds with par eaplta 
mathly axpaiiditttra not axaaading Rs* IS to naarlr t? par 
aant for thosa in tha gro«» with axpandltara ahoaa l»s«100 
70 
par aapita* I t was also found hr tha Cawrtttaa that 8 par 
aant of tha papulation» aaaoants for 8t par aant of tha 
ssMSMptiafl axpaaditwra ioalwiaa of taxas and aontrlhatad 
ahovt 48 paraant to iadiraat taxas. On tha othar hand tha 
lowaat two axpanditura groups faming ahont 19 par aant of 
tha p^alation aaeottnt for anlr 4.7 par aant of aspanditura 
70. Ha t i M i t t l f l i i t ' f t l i i . * l^iMl Eaport, para 4*8. t »»8t* 
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•Bd eontribttt* 1«6 p«r omt of lodlreet taxes. Thut the 
P7«t9nt t t ruetora of dlr«ot and Indiroet taxet i t mieh b«lp« 
fill in r^ue iag Ineoae aad eooatimptioii diaparl t ies In the 
country* 
•"•hat during r<Nsi»nt yearf the Oov^rniientt — c:«»atral 
as w U as Statics have taksn notsf^rous 8t(»ps to r^foras Indian 
tax straeture witto the purpose of Inertias!ng i t s rev^^ntte 
CK»tc^ntiftlity and to t^mfee i t 0ior# effiNStlve tool in the ha^ds 
of the OoveTO<!i«fit to serve non»revenue ob.1eetives of f lseal 
policy* 
71* Ihl jTpMBrttttfi fift^fiUu.* ^inal Reportt -'^ra 4*llf 
pp« 90-91* 
C H A P T J & a - I V 
nm MMM, m mPM IM mssm 
• • • 
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Ckiiqpt«7 - III: 
Th« 9rAfl<*tit ttraetttr^i of t?tx«f — Cmitral • • v«ll 
a« Stat Aft najr Miy not b# Midi t^tiafactory in apittt of 
aaflwfoaa at^pa taken \v tlw Qo»#ynwi#f!t to r^*f9vm i t . ''*PC« 
th« revenue mnglm thn nuiin vnakiftaa of th<» pp«ai»jnt atnietaj*# 
ia that i t dmu net hava an adequata t«tilt-iti #lastieit3r« 
Th« bniltoin i^laatieity of tha tax atracture (Union and 
8tat«) texaa eoaibined) ia laaa than unity (,^1^) <Tab3a 3.4 
nteapter d} | i t la alao l«ia8 than unity (0,90S3) in eaaa of 
tb« Onion taxar. Hi Tabla 3*4 affort %»a mdtt to ealeaiate 
tax buoyaney aa vei l «a elaatlcity of varloua taxaa vitb 
raapaet to national prodtiot (at factor eo#at)« Caleolating 
• laatieity of varioaa taxaa vitb r#ap#et to a eofflmon kaaa 
ia n#eaaaary for tha aaka of eoMparing ravaaua prodoetivity 
•f aiffarant taxaa. Far knowing tha ravonaa produetivity of 
iii41vidiial taxaa i t ia aaaantial to eorralata r<^onaaa from 
diffarant taxaa with thair rm9p—%i^» baaaa* For axaapla 
ahangaa taking plaaa in nat daaaatia prodoat in non-agrieal-
taral aaa tor« aitbar dna to priaa Ham or du* to highar 
prodoatian, ahoiild ba rafXaatad ia tha ravanaa froa inaaiia 
and aarparation taxaat in tba aa«a way rlaa in vitmnum fro« 
agrlattltaral tmaa abaiild ba pr»portiamita to rlaa la dasaatia 
^ iapavt dutiaa^aod ri ia in tha ravanoa fraa a laatr ia i^ duty 
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ffltottld be at l9&§t proportional to tbo valtt« addod froa olAe-
tfleifcy. A good structure of Union «xc1te dutlea It one In 
vtoieh %rltboat taking much dlaeretlonarjr maaturea^ revenue 
Increases^ at least , In proportion to value added In aanufaetur* 
Ing aeetor at Boat of tbe ii»i&ufaetured Itmnt attract excite 
duty* The revenue froa tales t^x should be, at leatt , in propor-
tltyn to final eoneaaptlon expenditure In private at ve i l at 
public sectors. 
If lie correlate revenue froa different taxes with 
tbeir respective bases i t i s found that ineoae taxes on non-
agricultural sector, import duties and sales taxes are various 
taxes in which changes taking place in the base have been 
adeciuately reflected in the revenue froa these taxes. In case 
of ineoae taxet froa non*sgricultural teetor revonue ifhieh nat 
4«6 par cent of the net deaettie product originating la non-
agricttltural teetor in lt70«'71 iacreated to <•! par cent of 
the taae in 197S«76 (Table 4*7)« Ha venae trenda of laport 
dttfelat and tAlat tazat have bean thown in Tabla 4*1 and 4.2. 
XlMltr.ltl UtTtttttf Tllttia tf iMttfl Htin 
Ra« araret 
Talua of Ravanaa iwm {9) at p^r eaat 
. . J b i l ilBICl&i JMttrMit l f l t f (I) 
imm—1^ » S3 
I f f fbf t IM? f t t 4t,4 3imi»74 fi9$s mi n.^ %m4*n ate um it*o 
f.c,^  ' ' - ^ f . l i t . 
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la e&9« of Inport duti<*8 th^unh rAv^no* at P*F e«mt 
of thu t^tnl anotint of Importsi wni low In t;h« y#ir 1976-76 
at co»par«Hi to X970-TL t«it I t p«iiRi'M»d hlfb In th« inter-
w««»fliat«^  3r*»stP8« Tb« lov pf»p-cs^tag« in th© l«t«3? yf»?fp»3r Ix* 
dti« to th© ctouj5ln*r com?>o8ltioi of iarpopts. 
:ia« Crorea 
Yfap 
t o U l 
eonsuaiption 
mxpmn&itup© 
in oublie & 
ppivat* 
JLS&i2£8 
fPOB 
3SI 
(f>) as % of 
(1) 
BI 
1970-71 
W71-7P 
l»78-73 
1973-74 
1974.7S 
1978-76 
33^9111 
40,089 
49»906 
OvfSSo 
60*978 
766 
l'tS6 
976 
1*U9 
1*860 
1,»44 
9.f»7 
».a9 
St«61 
3.91 
fifiatfttii (1) c.8.0.1 ffi|iMil tn998a|i SlilUUgi 
(«) Tatol4 3 ,8 (CiMptor 3 ) . 
TaMi* 4*9 abow tliat propoptien of talftt tax p«v«atta vtileh 
¥»• 9«t9 pap aant of total oonta^ptioa avpaiMlitara in 1970-71 
ioepaatMl to 3»!>1 pap a«iiit in 1978-76 and eontiaiiottflr tliara 
IS? 
« inei;«$asiQf tr«nd .duriiif^  th« period ufid«r owitideration. 
J ftot pe^<iau«t fpo» othrr t«x«« litr* •xplftultur'^l t8ir#«t trnlon 
«xcl«« duties aad ©l«otplcltf duty «te« h«»p not pfffl.*»ct»d 
tl}« ehaiges takloft plae<^  in th« l^r rest^^ietlve taans ad«guat«>ly. 
IQ cflts«=^  of egrlcaltupai taxfia^ p©venue wMch t^s 0,71 p??r c€»Qt 
of tb© net doffl^stic product originating; la cnnfagpicultural 
s*»etor in 197(^71 d«elin«d to 0#4S p«p c«it of the saae in 
1977-78 Ctabl© 4•7), In caff? of fl^ctrlcltjr duty th© revenue 
wbicfe wns P*34 p«r cent of the totnl aniount of <rlfct?lcity 
geaf»rat<%d in tb© couatfy In 1970-71, declined to 1#9? pep ef»nt 
of the aa»e in the year 1975-76# 
Ti^^ftr 4i,;^  > Iffy'^ vif!,,. txm. rtoiffirlffllf MPi. 
Tear Value added Bevenue from (1^ ) aa pe!*e<9nt?>Ke 
fpoiB '".leetrlcity- of f l ) 
""'leetPioity duty 
Kx\ \n • w 
1970.71 8M,9 •7,0 f.34 
1971-7S 903.6 7».0 £.87 
i97e-7a 9»7,o 73,e s«ea 
1»7».74 M0.O 81*3 S»«38 
1974.78 460.6 91.9 1.98 
1978.76 677.8 U1.4 1.98 
Seareett (1) C.6.0. littOfljil 488n0t8 g l tHl l lUl 
(9) Apperidlii (9) 
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In eat A of tlnion «xeli« dati^ ^e th« total r<tv«nn« 
a« p<>r e^nt to tbA tr^tnl ir^ Xup of out pat fron ffianufaeturlnK 
a^^tor haa bi'ra, oa th« %riiol«^  atagnant. This la In apit« of 
tb© fact that large dlacr«»tlon*^py atapa have baen talcsn fro« 
year to 3ri»ar In orfi^ r to lner«»aa» s'*»v«naa. if the reaults of 
the dlscpctlonary 8t<^ p» ar^ dlacou'it^l i t la cl»ap that «xeJt« 
ravftoQ® idiieh vaa IB par e«>nt of tha value frofi sianufaetar^a 
In 197(%.71 d4»elln«d to "^ .S p^r cent of tha aami^  in 1976»76, 
ThSa 8ho%f8 that IJoion «*xeia» datlf-a hav« ahot^ m vpry poor built 
•In «»laatielt7 with r^aract to I t t baaa. It ia cl^ar frora 
tabla 4*4• 
Ba. Cr*irea 
Taar 
Valua of 
•ittpttt 
fr»« nana 
faatttring 
m. 
Bavaoua from 
ttaloa *^ i;eia«» 
filltiti . 
at at 
currant J ^70-71 
.JftitI 2bKMM 
(P) aa <3) aa « 
of (1) 
2il 
1970»71 13,460 ITSS.ft I7ft8.6 18«0 13.0 
1971.7S» U,M« 5KM1.0 IMl 13*7 1S.9 
197^.73 N.A.. — 1966 
1973.74 19,146 9609 9069 13,6 10.9 
1974.76 96,483 3930 1>803 1S.7 9.0 
1976*76 99,049 3646 9663 M i l „, t i t 
l«A,i Rot availabla 
Col. <1) C 
Col. (9) Tabla S8KEiSt> €801 ff|||9^l %tt9H1tt gt ini t l i6»9« 
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•^ hos afrietilturn]. ftsxus mnd Union <»»cls» daiM#i «r« 
the •Bftjor tftX98 %itoleh have not «h(nm ftdl«<|iiat^ ^ ^j^^ of f«v«^ no« 
«tla«tteit]r« In ea««» of othmr taxf^s, thonnh thry have shoim 
adi»ciuatf« d«gF#e of r«>vana<9 elast icity 8on<* laetmas ar« th<»re. 
Th« dftfficts of laditn tax atpuctur© vhich result in low Iniilt-
lo revenue elaatieity ar<% as foUomit 
Though th« pfinclpl« of horlpontnl f»qulty (•cuai 
tr<*atarnt of ffpuals) i t follov^* gen«frlly, lo case of t«x«s 
fror* non-agrie(2ltu]fal st^tor* this 5s not follow^NS In (ilstri* 
bution of tax lacldf»ncp betw^on atJ^caltur-1 rn& non-ngrical-
tural s*»etoPS. A eone^ssional tr^atm^nt ijlvpn to ai^ricttltttral 
s«»etor In th<» Init ial 8tajs*»s nf ««»on'»«rte d«v<»lop»»#nt i s daslr-
abl# in ord«r to provida an opportunity for rapid dAvwlopmant 
of this basie saetor. But eontinuanea of this prlvll«gad 
position of this s«otor« whan it ha^ aa^tttrad a eoasidarahly 
hifh dagraa of davalopisaat vis*a*vis othar saetors of tha 
•eonomyt ia not on raasonabla grounds* tha follawiag faets 
indiaata that agriaultura Is an undar taxad saetor in India* 
<a) Tha eontribution of agriaultural taxas in tha 
Statas* oMi tax ravanua is aontinueusly daelining* Bavanua 
fra« agrieultural taxas whiah wis 8 p9r aant of total taa 
ravaaua froa tha Statas' om taxas in l<970»71 daalinad to c,. 4:, 
tha SMa in 1977*t8 (AppMAix a=:ir>* 
/ » 
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(b) Irior«afl«»s in prie#it of agricultural prodiueta 
and inorraso in aa&laoal protiuot trtm agricultural sector 
lia»»> not iT'ttn r<*fl<»et«»d in tha lnopaa»# in pf!>»«nu# froa 
afrieultural fcax«»s. It Is cl<paf from TabX#» 4 , 5 , 
;:^<^g^t ,„frff^  *- g»'^ ^q^ ^ flr?^ ,,, ?fg^gir» 
^et Dome- l<!iv#QQ« In<S<»x Xnd<»x 
St ic Pro- froffl no. of ^o.of 
Yaar fiuct from Agrieul Col. Col. 
t^rlcai tu tural (1) <P) 
ral sector taxss 
22: 
Ind«»x 
i'iO. o f 
%fbol<i 
83l© 
prices 
of agr 
i e u l t -
ttral 
product 
Ind«x 
Jfo. of 
i^gri-
cultural 
produe* 
t lon. 
wmmmmm (a? (4; (c; (£[ 
1»70-71 
1971^7P 
1978.7S 
1979.74 
1974.7S 
197».7« 
1978»77 
l»77«7t 
17,968 
17,844 
19,645 
96,169 
918,969 
«7,001 
f7,616 
39,^86 
1H3«4 
113.6 
106.6 
168.8 
178.1 
960.1 
P19.P 
198.0 
100 
103 
113 
161 
168 
166 
169 
193 
100 
9e 
86 
137 
148 
«11 
178 
160 
100.0 
100.4 
U 0 . 3 
139.8 
169.9 
167.3 
168.5 
174.8 
100.0 
99.7 
91.7 
100.8 
97,6 
11S.3 
101.4 
U 9 . 0 
6oiiraas: co l . 1(a) ^l l t ^ B | r | . 9n^6|nr|Bty M i nri fni f 
(t») ^69aaii6 ffMfTtT 1878.19, *».*68. 
Col. f, Tabla 3 .3 (Cbaptar 8 ) . 
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Whll*» In&mt nu«>)*t» of nrntinnml product wai 19?» In VSHy'TH 
(1970-71 siCH)) i t was oaly 160 in eae« of 41r^t t«x«»i/^ fro» 
affrieul turif»« ^rth«r, th<»r« h«« h*»rm sharp r*«fi9iaL. lneri»»ff#» • 
In th*» pplc!?a of 8«ricol Sural prodacts — lad«r ianb«r 
lfier?»«»«^ to ITS ia 1B77»7B <1©70-71 - l(X>) wtelle tbf» saia* 
laeF«a«'> was a&t thcr?? i s ijasp of vmrmnm fros dlr '^efe tax**s 
oei agrleaXturaX sf^ etoP* 
(c) Curing the Ftfe-Xear * l^aas the ©xp«?nfiieap0 policy 
of tb« Qovepnccat has !w»pn fanr: oplwatefi, ond i t fcat Improved, 
to a gr^at ext^iit, tfe© ^^ conotalc conditlois of tbo far-rjers 
partleula^'ly In thf> higher lnco?»p «;fo«p. As a pf^sult of bigbar 
«>xpandltur» on agplealtup«» tha ppodttctlvity In this s<«*ctop has 
inepemst^ d during the .^lannlnf p»piod. But thi* rpvptauf^ trtm 
dir^et aKrieultoral taxas has not paffpondad to a l l th<»8<>» 
dav#>lop«*nt9« It i s elaap fpoa Tnbla 4,6 
Tdbla • 4.6 t "^ y^a^ .^t^ nra yi n^d Djf.pgg^  T«|[ H»tiiHBUw trtm 
HTTn f7TT1i«rrnTTWTni SXTMCnnKBi' 
T^tal i^jipaoAi* 
" i^paadi tura an 
tnra on irrifat-
Afpiaiil ion and 
ttira* flood 
miBMiMaNaJBHMilwKiuLi WMMN 
M» Crargj, 
I #itrMi ttf 
Col . ( l ) col . (?) lavwnaa fron Agrleultttpal 
Taxos V ZiZ SI JSL 
n r a t Out 601 
Saaond Plan 960 
fkird n a a 1764 
Tmw%U Plan 8614 
Fiftli Flan 7S86 
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?04*9 
• itaaladaa aspandiliira aft agrta«ll«ra aB« alliad saatora* 
irrigation and flood eontr»2.» 
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SfiiUEfisi* <i> ttiM flyff Yfftr ^lm% i>* 33* 
(3) i^ Bx «T^^aarlt m ^^nf»mf m^^ rimmf for 
It 1« clear that tho taCal rpv*»mj« fro« direct taxes on 
sffpieultapsl «i?ct9r d^ -^ o not rv'^ a rr^ w**? th#» f-mp^nsf^a lacurrf»d 
on 1 privation and flo?>d control 8chf*PH*8. Diii!»Sn«» th^ ^Ifth 
Plan ^orlod a9«^ rag@ re^ v^ no^  from tbes@ taxAs was onljr 
^.», f04 cpoiwa i^ile total ©xppndlturf? on PUIJOP and ini»diup! 
ipplRatloT ach^ n^cf was i s . J'OSO cpor^a vblcb cor^ oa to an 
I 
annual avr»ifag«>r of la* 61^ erorea. Tbtia during the plao, on 
aterag^i tlia rev i^ia '^ trtm agpictiltural taxf'S vaa onlf one* 
tfaird of the total c^xpf^ naitufe on Irrigation tcr^ ^mfis. 
Apart fron tilghar allocation of outla/a durliR the 
^ I^vwYaar Plana atrlcoltar* haa «wijoy«d somr «*xtra beof^fltt 
lik#> pplcff support seh«wp, iMr«boufinff faallltlf^s^ ehi^ ap 
er«dlt faeil lt laa an4 larg« aaount of aabtidl#a on difffrr#nt 
agriCQltttral Inpati ata. Thaa* fae l l l t ia t ara aat available 
to aoB-agrlaaltiiral aaator. Butidaa tliaaa ait1wi41#a tba Stata 
Ooiraniawnta ara ifiatirrinf Hugo lotffaa on irplgatlon virkf 
aii4 thaa» lottaa »r<* a kind of tabaldy to agplealtapa. 
I . 0»vaniMot of India, Planning CoMiiaaioOt I>raft f i v Y—r 
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(d) Tb» faets aeatloned In the for«i?«>lag paragraphs 
indleatu Chat in a^oXuci^ t^nm agrieultural u^'Ctttr i s tind€>r 
taxsd. ?te« lo^ l!iclfi«»noe of taxes on egricultural 8<»ctor can 
l>« studied In Ffilatlvo terets also — hy eosiparing tb« iaei -
deaee of direct taxes fros agricultural sector witb that of 
oon-agricultural stctor* i'coordiif, to Sa| Coasrttt^et *^otal 
ylwld from la!id rovrsna*? and agricultural Ineoaa tax eaounted 
to only 0»8S per e«»nt of the a«t domestic product fro® the 
agricultural s*»otor In 1970-71, «bil© the revenue froa inco!i» 
tax C«ven wh«»n corporation tax is not taken into account) 
formed p.6 per c«*nt of the net output of noa»agricultural 
a 
sector**, fax revenue of Incorae tixes frc^ agricultural and 
non*agricultui^l sectors as per e«»nt of net doP!?*stic products 
in resi-eotlv«» sectors i s glv^n In •''able 4«7, 
Hs« Crores 
Roo-Agrieul* 
Agrieoltttral Sector* tural Sac tor f of MuT 
Xear l e t il^ Mies fax TR^ fil i Mm, (4)as i 
t ic product T^ evenuW (Carr- Rev % of of (3) 
at e m s o t <a) J ent enae (1) 
M 
1970-71 17,968 1SS.4 17,4S8 847 0.71 4.6 
1971.7» 17,M4 119.0 19»17S lOU 0,«4 6.9 
lf7»»7« l»»84g 10i.< 91flAM U90 ©•«4 0.6 '-OH. 
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1973-74 96,169 169.8 f>4,6«R 1391 0.64 6.4 
1974.76 98t9«9 176.1 ?i0t7g7 1S97 0.60 6.1 
1978-76 97,001 960.1 3? ,860 9181 0.96 6.1 
1976-77 97,518 919.9 .^7,019 9877 0.64 6.1 
1977-78 33,986 198.0 39,871 9367 0.48 6.9 
Sot«« (a) includes reveaae from land »e?©na«, agriealtaral 
inco9M» tax and eess and auttitmrge on eaato ert>!P«9 (^ 3 
(b) Idoladf»s revenaf" from Ineotisft tax and eopi^oratioii 
tax levied W tinion Qoverorent and profusion 
tax le9l«d \^ aoi»i» States. 
§aii£fi£i» (1) Saase as In Trbl© D.3 
(9) For r©v#»ntt« fiptm pvofmti^n tax incloded In 
Col. (4) various issuing of P«>D"^ rt on Curr<^ ney 
Th« tmiar part of th*» f^vtmv^ laeladpd In nol. (9) i s fftw 
Ian* r*»t«»no* vMeh Is not <*5r!etly a ttx on Ine^ ciw tali for 
tb«» purposa of eoaipaplot lacld#ie# of tax bard^a fr«»B nwfi-
afsriaiiltQriRl saetor land vwv'tnua aair hm eonsld«rad as a tax 
on ivieoaa of fanB«rs. Tha talil« Indiaatas that tti<» bitrdan 
of ioeowi taxas on afrlaaltaral sastor bas b«9n nueli lovar 
as ooiip>^ r«d to that on nen-tfriaaltapal saator. Tha argmant 
stay ba put fortte that avar-iga laeeaa far faraar is mieh lov#r 
as aaa^arad to avaraga Ineoisa la aoo-agpiattltufal saator as a 
largar niuibar of parstms shara tha do«<«stle prodaat orlginat-
lag In agrieoltaral saator. But this argaaant aay b« aasily 
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re4«et«HS i f VA eonpar#» ^mr eaplta lnco«<>* in lK»tto tli« tAetort. 
Recording to pDpttlatioa c^nsat 1971 th« atiaber of woirk»ff« 
s^ »inan«»« In agflcultar*» vat ir#9« cpopa»t whU^ 6b« total 
noMljep of wopk#»pa in th*» eountir dupiij* th» aan.^  y?»ai» vat 
1P.03 crop?»s. Thus the* nmhPT of vorlf^ra ^^ngsig^ In nan-
fifriealtttral »f»cto? conps to 6»04 eroP««. If w** divide* ttia 
fi»ap?»9 of -lattontl product for tfc» y*»ar 1970-71 i|lv*»n in th#» 
'T*abl« 4.7 hf tb# flfiuf'#»« of nu»b«p of woi*&f»pP in both th# 
sectors annual ineora<» pmr worker in agricultatH* fto?^^s to 
Bt. 13?d,6 i^ila i t i s B8» M69 in cat*? of Qon-ai?rictt3taral 
8««cCor« Thus p<^ p work#»p income in non-agrieultupal sac tor Is 
poufhly 3 tirma of that in aj^riculfeupal sector* '".«bl<^  4»7 
shows that tajE«inco8W»roPii?inati:>K %n non-aRficaltural s^tor 
i s «or« than six tia^^sJduping th» sar©V««r» 
(•) Par eapita Inooma of farn«rs i s also not a trua 
indieator of taxable eapaeity of farm eosinttnityy what i s 
important i s th* distribution of inasMK aaong riata and poor 
fariB«rs. Jn India,ia«o«a ia agrieiiltttral saator i s not Avanly 
distrlbtttad and a larg* psrt of ineoa* aeeruas ta small saat-
ion of rleh farm#rs. This inaraasas taxabla aapaaity of agri-
aultupal saator« Aaeording to tha Mr^eultural Census« 15 par 
aant of eultivators aaeoontad for 60 p<»r e^nt of tba total 
t 1970-71 to 197fi«7«, 
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Dporaeianal n«»t ealtivatAd araa in 1970-71. Ttiuf du* to iin« 
i»»«»n <lliitributis>n of lnca«*», rich f«!TC«r« have til^ei? taxable 
eapaclty but th<»ti» lnc9B!«»8 i^iMln ttiti»»«id vhiln almllap urban 
lneo«n«»t arw 8ub3?»et to fiubstantlnl taxatiort, *^r#fitlii? tha 
n«#d for hlfh«r tax bop<S<»n on ajrp^eultar^l »<»ctor th« Plann-
ing Cosissisflion b-^ ld th© vSr>w» ".'roj^ressivo tax''.t4f>n of thf»8« 
lico^ss at rat<»» cospariblf* to tbots payabln to noo-fars! 
«%arfiftp8 i s now ess^itial In order to aecur© bopirontal equity 
as betimeTi the taxation of agrlcolturJats and cion-agrlcul-
curists, and to reduce tb^ disparity botv«ea^tho leaa afflu'>nt 
and aor© affluent seetlons of the rural eoosiunity Itsf^lf*** 
Tba disparities in tax burdun bstwaen agrieoltural 
and non*agrlcul'^ural sectors arr aSLso tbaro In enap of prop*»rty 
taxas. t^ilft, duA to paueity of aata« ineidQieo of stamps and 
r#>iistration f«9«s on aftpieultui^l and non*agrleulturfil s«»etors 
i s not kmown, liel^ i*!!©** of urban lnnovabl«9 prop*»rty tax 
l«vl«id by States vainly fa l l s <^  non*affPleultur«l s«»etor. In 
eas^ of property tax«»s li»vlad by tba tPteion (}ov#mriint, Ilka 
v»altb tax and «st«)t« dutyt * najor ahunk of r«t<*^ tt<* 
froa non*agrleultttral saator* In aas^ of waaltb tax during 
tba yaar l97fiU79, out of tatal ravanna of %• 86 eroras, 
4* Qsatad by tba Planning Ceanission, 
I978»8at p* to . 
6 . ^J: . ? (. 
197 
H«, 64.4 eror#t wat available fron tiorv-cgrlettltttraX ••etor 
vhll« tb«» tr9e«*af fron tax oo •grlealtarftl praperty ii«r« 
only P». 60 Xakbt* (l.*^',). In c«i« of r»y«m«» frow «it«t# 
duty ooo»«grlcaltuwil tec tor eootri bated Ht« 11*15 cror©* 
( Il,*u for i978«79) while rfivsiue from »tt«t« duty lo r#tp#»ct 
7 
of agricultural laful im» only !vs, BB lakba* 
SoRfi efforts bav^ bti^a wm6m to cvleulate the buraipn 
of eosmsodlty taxas on atisrleulturnl and QOD*af;rleultarrl 
8#etor8. According to Bbargava aod Briva«t8v«« ***ha parc^nta?* 
contribution of K (non-agricultural) sector In tbfi total tax 
r«Miri»att*» of tb<» TTalon «iad Statp> Oo?f»pnr<»nt« throui?b indlr'»ct 
tax<»« ¥fis alnoat doubl«» than that of A (afpleultural) f^ctorV 
Tboufb tha c leulatlona ar** not v«»ry pp#iei«#» as t^ *»t© ar» 
baaad CNO tba asauaptltm of diatrlbutlon of tax lMird«n on both 
tha aaatort la proportion of par eaplta axpandlturaa on 
eomodltlaa and t#nrle«a but In rural aaetor awat of tba 
•xpimdltttra la on untaxad eoMMtdltlaa* yat for a rough 
coMparlfion tba eonalnaion dravn by tbaa i t aiifflolant to 
abov tbat burdan of indiraat taxat oo agrlanltnral aaator 
la lovar aa oosparad to tbat of noii*agrlattltiiral aaator. 
«. Aivaniaant of Itodla, Mlalatry of nnanaa, ^ f i l i a i t n p 
7. J2UJL.9 9. 7. 
«. F»J. Bbargava and a.8. Srlvaataya, T«t iardtn OB Agri-
«a»ttra> Bttllatin tfr Ittfcai>natiMi»l PitffifMtntlMMi ••!< 
Wit Mbrab l»74» »• 8»» 
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Tfeu« frtm tb« abd*?^  f«et8 It ^s afapXy ©l«»«r that 
8grleulttt?<»l t-^ctor has 1OW«P bupden of taxation nt eosfjap©^ 
to noa^nf Pi cultural »^etop» Faculty teas** and lack ^tf prog« 
retaloi in land tax patM have b^ ss^ n thm most taipoPti»nt 
factors refponslbl** for lnfl«»xibility of agricultural taxfis* 
Tfc© r<ygr^sBlv€i^s8 i s aor© apparent in C88*> of lanfi revaoua 
ill «til<5b tfea rates ar©» f?©:iarsilly^ i»nrclat©4 ts> thf? 8iB?» of 
holdings, Borne States tried to Introdue*" sorao degree of 
progr*»38ion bjr introdaclig sureh^rg© on lond revoauf> or SOE:© 
special tax on thn farmers hawing larger tiolding (Ilk© laad 
devalot-ment tax IflttJ.P.) bat the difference ciad© by such 
c*»asurps» in thp «ords of EPJ Corjalttftn, •"has fc6?»n however 
rtef;liffibl<^ ii3«th«»r Jadi$«»d in terms of f^ QUity or th« additional 
9 
r«v<snu*» 3wiis**d,»» Another difficulty in mobilising larg#r 
r«sottrc»s from agrlealturft i s the lov d«Rr<»A of nonatieation 
of tha sector, ''It i s #stiaHit«d that about ona-half of th«» 
nat eutpat of afrieultura doas Dot «ntar tha saarkat but i s 
rat'slQad for ovn eonstsaption by farmars •••• This incooia, in 
kindy aaeruas to « vary larga nuabar of produears in small 
dos«s« tiaithar indiraat taxation aon diraat taxation in tha 
fom of Ineosia tax can ba usad t<9 raaab this part of national 
9* Bat fffMiaUttft Bggftrti ftft«ftU«t P« lo . 
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oatmit.** B«gld«fl eeonottle and ftdninlvtrativo faetort, 
poHtKiaX fmetsirf HIP* ulio peapooslbla for p«>or mtiovta ot 
r^ aoare«» aobiIl«fttl9Q. A l*rg# naab^r of eone«»sslwis frantftd 
on political eroundt w«itk<»n th«» r«»*»na« pr-otfactivity of 
af>rlealtOFal taxation, nich fftf««r», f{«n#willy, hav«» form^ d^ 
a pp*»»8UP« «'?oatp In ^wst of thp I.f»fl?f8l*»t4v« Ass<*i!;bl5«»s and 
thsy do not allov •rut^l rich«a' to be taxAd, ^pth#r, t!j« 
State Oovarnnfrnta toav^ b<»aitated in taxing thfi afrlcultural 
8«etoF adequately iHieausa thi* fapm^rs fom th# niass af 
(»l«»>etorat«i. Inspit?* of polStlcnl and adisinlstratlve dlffleul-
tiea additional taxation of agrlcaltup# la asirentlal for 
bringing nora rovt^ nuaa to the Oovdrnr^nt. Tba Oaion Qovern» 
naot triad to bring tomfi horis^ntal equity batve^a agrlcul* 
tural and non-airiottltural aaotor by aggr«>gation of agricul-
tural ineooi* along with ntm-agricultural Inoona und^r ttoe 
^n^nc«* Act ld79« But tb# rav#nua Statittica eo!npil«Nl bf tba 
11 
Oev«miMnt indieati^ that tha numbar of tax pftirt vho ara 
affactad by tbia vaaaura la not ^*frf largi . Agricultural 
ineeaa which waa includad along with non*agricttltural incoaa 
for tha purpoaa of ineonia tax aaa#aati«nt anountad to ^a.17.96 
eroraat Ba. 96*46 croraa and Ra, 91.89 cpor#a for tha 
10 . ISCirS l a » o r t Tr^ridB in Ta«atlft« l a A a U * , ad. S.M. Bird 
and Oil var Oldaan, fi£.sU|.t P» ^XXXn— 
11. i^Mlad by Pifaat Tf« I^ MB Oamjttffii COovanwant of India 
maiatry *^ wtn^mmm^ f|n|X f i f iy l r ••«*—ti**^ 1978, p. 18. 
•araiaaftar pafarra# •§ Chekahi CaaMittaa* 
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financial y#api 1974-75, 197fi«76 and 197«»77 r#tp*ctliri»ly. 
Adaitlontl iieom# t«nr -jf tli# or«i»p or 9V»IP H I . 4 cror*»t in , 
mmeii ?««P %»§ coll««t#»d, Tht^ s** fl(!{ar*»» lnd!eat# that th#/ 
«fi»lc«ltaral Ineom* af9*»»a«^ tme^r thm pro^islfm la v*»ry» 
snail fractina of the total apfrlcaltural lneoB« In th** 
coantry* Jo fch^ woi-fi* of "Ijolcshl ItMriaitt****, •*""h'* ^f^ricQltarsi. 
iaeo»* agfiriiatffd for determining th# lnc(3H!s« tax In th« ytar^ 
1976.77 (Bt. 31.e? ororfta } eonatittitf^a a aefllfibli; p(»re«nt« 
IP 
«i#» of tft« tot^l natioial Ineoiaa frcr. ai^rlcaltural sector"^ 
B«ti<le@ tli« glarl.ig fiifferencQa in tb® tax buruea em agrl*-
cultural a^etors th<* principle of borleaatal equity i s not* 
follow^ in eofsn taxes tm non^agrleultaral sector aleol 
Qoeds suppliad to the affluent seetion of soclety^ 
are subject to high rates of sales taxes vhlle services^ 
proviaec) to the sane section are outside the tax ^urvlevti 
Tbis i s due to a restriction laid by Indian Cons11 tutloiV 
ulilcb enpovwrs the State Qovemaents to levy sales tax on' 
goods only. In iiaiiy advanced countries services rendered by 
l«i«y»rs, arcbitacts, M»comtaiits consultants etc* are aubject 
to tax. 4 point in favour of sndi taxattoe la that "tbc upper 
ificoBo froups spcad aore oa services iHitia tbc lover Incsac 
1^ * ilrli*f >• !•• 
11 III ITiittMi f l i i l BiiMti m^m ^att »• IM» 
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DEI i t* sixty f irs t report, tl)« l«v uoimlssloii i^oiat* 
14 
P6 out various ano(Mll<%s in cofnieetioa of sal^s of goods mnd 
s«rvle#s wh*»r# tbii principle of borisontal ffqoltir Is ii9gl«et> 
mtm Goods suopli^d in a hotf»l ar# sat>J«»et to 8al»8 tax vhila 
r<»nt of the hot*"! F«)Offlis »seap<is taxation as i t i s a s^nrle^« 
A resident f»iJ»tow»p in a l^ ot«»l »8c»t,.*»8 tax on fo'jflff too i f 
h# i s charRwd a eonsolidat<»d aipount for bo'rdlnn and lod«;int;. 
Tb9 SaXit of ao air* eondftionf>r i s 8ab;|<»et to sal<»s tax but 
a eontraet to »lr»e^dition a buildini^ whieb do»s antial tho 
supply of air.eonditionioii; fiouipis^nts ^seapas taxation. 
Similarly Sale's of auttsaobiliF* 8par<» parts ar# tax^bla* but 
a eo ntraot to r4?pair or overhaul a vehicle i s not 8ubif*et to 
sal<»8 tax. Tb« Lav Conoission in i t s raport also poincad out 
tb«» n(»«d for taxing biri*«>purehasA transactions, Aoeording to 
laVf sal# b«eott»s affnetiv^ when th^ final instalment i s paid, 
and tbarafora tba tax i s not laviable on «»«rli«r installments. 
Basidas tb»sa aasas tbar# ar« sona s«»rvie«s vhieb ara randarad 
only to afflUMit saetioo of soeiaty. Df>y al«aning« pboto-
finisiiinff and sarvlelnf a«to«obilas »te« aay ba eitas as good 
•neplas ifliiab naad taxation for bringing parity in tba goods 
and sarviewa randarad to rieb paopla, and tbasa sarvieas w»y 
not giva ris* to aay ateinistrativa probiaa. 
14. QMtad by tba iTIl Fi—IHlli iMi»t »• UI4. 
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Th* prlneipX* of Horizontal Aqulty i t not followni 
io 8om» property t«3t«t also. In eat<9 of v«iiXtb tax, property 
in cb« form of hout4»a ia mx%mi^te& from the tax %rbil« property 
In oth#r form i s aab^^et to tax, B^irloon ownwi by #x-rtil©ra 
arfi <>x«HBpt#d fFoa tb@ tax %rtiil« th^ aam« tfpf> of wpaltti ow^d 
by iofR*^  othf»r porson i s sabjAct to tax. Th# aatts«d land in 
arbaii apr^t i s b^ing aoQUir^ 'd by tbn Qot*»rnK«n5t and^r the 
'Ceiling on Urban (iuias«^d) IMH^ Aet 1976, A.8 ao e<>iling bas 
be«i put on buildififs, tbia node of property «»n3oys pr*»f«»r#n-
t ia l tr#»at«»«nt. Thus th«r«% arf snm« in8tane**a in nt»i«agriecil» 
tural taxes too wber*» principl<ff of fcoriaontal #»ctjity i s 
r«<|air«d to b« followed ia ord«ir to inor«ase ri»v*»nua prodnetiv-
vity of ladian tax stmottira* 
3f^ i^ba Cbapt#r J? i t w s statad that the efforts of States 
In tba prograaaa of additional resoure«i mobilisation for finan* 
eing tba riva»Taar ^laas bad baan slowar as eoi^ tavad to that 
•f tba Qiion Oavarnaaat, Divarsity ia tax afforts by diffarant 
Statas bas base tba Mi« faator raapansibla for i t* Tba Statas 
sboald aallaat tax ravaniia aaaarding to tbair fiaaal aapaaity 
wbiab aan ba indtaata^ in «ars« of a nuibar of aritarla soab 
aa 9*9 aapita inaoMt tba distrlbatlan of Ineottat tba dagraa 
of ttpbaaisatian and iadtsistrlaliiatlaii. Bat i t i s diff ia«lt %• 
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quMitifT a l l th«f-i faetops, '^hm nftfe Flnane# GwMrdstlon 
ftdopt«id tl)« erltftrlon of r«f«iiiM inewM ratio ! • • • tlio ratio 
bot«»OB tlio por eoplto tax r^vanao and p%r eaplta Ineoata of 
16 
a 6tata for Indleatlng tita affort of a Stata In raising 
p^sonroeaf and I t vaa ravaaXed that 9tm® of th«i Stataa bav«^  
not fsad« adc^ quat^ ^ tax efforta to imtdllaa thf^lr rav^iue 
potwitlalf fuHy »^«Q nhan thalr par eaplta locoKe v^re higher 
Sn raoant yeara soma atudles ha^ v*^  ba«»n stada to oonipara flaeal 
16 
capacity and tax «»ffoPt8 of dlff«p«nt States• n.ll. Trlpathl 
ealcttlated pereantage of per capita tax r«>f"*na© to per eaplta 
Ineoaie on the baala of States* tax rev«»ntie In 1977-'J^« Be 
found that /^ s^san vlth the saiRe per e^pltt^ tnenmm as Andhra 
Pradesh had mneh lover tr?x*lniet»se ratlo47*R ^er e««t) tb«a 
that of 4ndhre f^ radesh flB.S), Hlimehal Pradeshf a^omu and 
Kashialr end "anlpur hadfihlgher par eaplta lneom<» than that of 
Bihar tint the tax-loeone ratio vas laaeh lovar In these States 
(10«?«8*ft and BmP per cent r@spaetlveiy> aa compared to of 
Bihar Cie«?)« Orlssa %rlth the lowest par capita Inaoaa had a 
high tax-laeane ratio (14 per cent) than those of Rajasthan, 
Qttar Pradaah and Blliar (IS.O, 9 , i and IP.^ per cant raspeet-
tvaly). Trlpathl aeaparad his raatilts vlth those of the rifth 
l i» OotarAaaBt of Ikidlat Mtnlstry of rinaneat 
' U 19799 p. 09» para 9« 
IS. Boaa laaidng Isauaa In Untar-Ooveriiaantal Fiaanalal 
KaUtlaas In fitdta, ne im, ilUtla* ^ol« ^ t >•• *t 
^aaaary 19799 99* 90^99. 
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Flfiftnee CtiaBilMlon. tt)4» pletttr« tliat <»tterg»fl i f In no wajr 
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diffpmot from that ppi^ seatpd bur tb« Fiafts«# ConmliiaioQ.** 
B« polnt<*^ out tho teopA for additional r#aoare<»a mobilisa* 
tion by Bomi Statei llk^ ^afany !7ttar :^ radA0h RiiyiohaX 
?rad<»9b, Japrntn and Kash<sip. Bajaathanf ?!adh7a Prad^b and 
in 
'^nmtl Hn6xi, An oth«r study* alao '^oand bit dlv**p«f»ic«8 Ijn 
tb# tax ^ f^fortff of St9t<»i* .*Hifi|ab whieb baa tb« bifbi^st 
fiaeal capacity ranks only fourth In ter^a of tax efforts, 
raharaabtra vbleb bat tb# s'Hsond bi(^ b<»8t fiseal eapaeity baa 
a tax «*ffort index wbieb plae«^ 9 i t in tb© fSfth position* 
Karnatlika and K«rala bav# tha blghi»8t ta* <»ffort whll<» thoip 
pXae«i In flseaX eapaeity i s 14 and la Pf»8p«»ctivf»ly, >^«»r. 
tbia study, Miebiraja eoneluded, **Tb« data r^gardins fiaeal 
eapaeity and tax affort sugi^eat tbat aoiia States sboald be 
abia to «aat tba demand for Ineraasad apandlng out of their 
oim tax revenues•** H«C, PrJSt ealeulated elaatleity of 
State taxes en tbe baala of tax revenue in tbe year 1970»71« 
He fesaii e last icity ef tax revenue (with reapeet to State 
ineeMe) vore tbaa 1 in ease of Andbra Pradesh, Oajrat,]Iaryana, 
l a . l«Vk« lftMbira|«9 Issues in Inter-Oavemiiental Fiaeal 
delations in India, ieAm, ^iuglft* Aui« 79f 9P* aft»49. 
to. tMayanae and ZaaaM ?4astiaity t f States Ta«t ia Xtadia, 
isaaiiaalast • • U xs» •••St S^taabar 107S, 
»»• M«-at7« 
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Karnataka, ^haraahtra, ."unjab, Taall H&dtx and W<>tt Beni^ al 
and loan tfian 1 in tbm States naw^lf Aaaamy Blhap, Jamnu 
and Kashalr, Ki^rala, ?'adhfa .^ fsd«»sh, Oriaaa, ^8.1attha?i and 
Dttap rpad«»8h. 
•Rjp Alv'^mity In tax efforts waa ''ati^y du*» 6a 6h«* 
fact that sorm tax r«9ourcf»9 vrp© nat tapp'^ proprrly tey to'Sf* 
States, In fth« words of "Achlraju, "Taxation o? lncon« froaj 
land wtiieh accottnt??d for 8'' of Ofcatea* ovn tax r«irena« (lo 
the y^.av 1974-7B) can In no senuti b© clalreaa as tba ri'tbt or 
PI 
proper l©vol glvc^ th© g>reaoainaac« of agricuiture^, /-ccord-
Ing to bis findings f^eapt in ^icachal **rad#8h i i non« of 
th«» TfimBLlnlnn fiv«^ Btat^s diojab* .Matiarashtraf H r^yana^  
V>8t B#nf?«l and Q»jrat) vhieb hav** a p*r ©nplta licoja** abot*» 
th«» »H India a»«r8g«» dn#8 th** coitribatlon of land r<»v^ nu» 
#xc«»#d th# al l India at»r«fi» of 6 p#r c«9nt of Stet^s own tax 
r^v*ntt«» Tn Punjab land f«iv«Mfiaa aeeount«)d for 0,6 p«»r cant 
of States own tax r<^ v#naa« In ^barashtra 9.1 par e<»nt, in 
Raryana 1^*9 par ©ant In W#8t Bengal 1P,« par a«»nt and in 
Otijrat f«7 par e«int. Wblla in tha baakvard Stataa Ilka iUidkra 
rradftab, Bittar^ vijaatban and Uttar Pradaab landr«v«nua 
eontrlbufe#d amr^  tbao 10 p^r e«nt of tb# r«»vanua frea Statas 
ovn taxas* 
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K«t:«» diffor^neet hat^ bt^ '^ n anoth»f tmetor r^sponalbl* 
for p9i»r tax Affopte in Botm StatA»« In jrasi;«et of salot tax 
8oae States eottld not rais« tb# rnl^a hme»\iBm of lov ratas 
pr#vaillnii in fehf»lr a«»iiliboarinf States* Tbn Jha rom«l*t#^ 
Qit#d ntiim «TraBtpl#» In which diff^ r*»nfc r«t*»» of 8al#»8 tax 
Iwid to parehaa^ of <?oo6« froaj oth^r f^ t^ t*»« "pitnfforr;«r o i l 
i s hminn laiport^ by indu«tri«a in ^aisll Hadu fPO« Kerala 
pajflni? a lov«*p int*»p Stat<» 8al<*« tax of 4 per c«nt ag^tinat 
*^ f»!?ll fiadu*» tPl*»» t!ix of B p*^ ? e*»nt on th** «a??!^  product, 
Cwptain ob^raiclt whleh ap*^  being p?-)dac<»d in Uttar Tad^ah 
&r^ b«^ in[g inported into Uttar Ppadeab fpo»B Oajrat vbllft tbf> 
St<Jt«i oirti ppoduetion gpts sold in Bihar du« to bfgh rat<« in 
that StatA. Th« rat*s of tsilea tax on food sp ina la l i pep 
e€nt in Hlnaehal i^radnsh, 9 P9p etnt in B^pyana and . unjab, 
4 pap ai»nt la TIttap Ppadash vhiX# i t la totally ex s^iptikd in 
Umlht and Janatt and Aaahair. iat«s of Salaa tax on laxary 
Koo4a ar« 10 pap eant in Haryana, Hiaiaenal ;'pad<»ah and Punjab 
vbila thaa* ap« ll» pap aant in Dalbi and Uttap ?pad4»sh. hu.* 
to pata diff«p»ntiation thwpa ap« vlda diaparltlaa in tha 
inaidMiaa of talaa tax In diff«pi>nt Stataa. A«eopding to ena 
§xaF^*f eoodttetad by HCitm ia tha ya«r 197^74t ioeidanea of 
• • ! •§ tax aa ffippaaflad la lanM 9t pap««int«ir«» of aonsiiawp 
•xpaniitopii vaa aa hifb aa 9»5t 4«S« 4,0 and 9»9 pap emt in 
MblMraalitpa^ 0«iipat« l*«i|a% aai fai^l la te p«fpa«tiv*ly wlilla 
St* flii l i lMl t l l l i UMUtattBl i i»f* Uti* i*M ••IJB* 
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It ytk» oi ly l,?»7 c«r c«nt in Bihar, 1,89 r.^r c^nt In Orlfsa, 
1.6 p«p e««6 in 0tt»r .^ pad i^h and l , 8 p#r e*»nt In %dHaya 
In eat« of «»l<»ctriclty duty Andhra . rad«»tb da not 
l«vy *»l<»otrieity duty on eoisamption / aal** of el^^etrlcityt" 
Hiaacfeal :^ pad*»th impot^c el?*ctr:*city uuty at a f iat rat^ of 
on@ paisa per unit; for dotisi^ stle and coe^ ^^ f^ roial eonaumers and 
at a f lat rati* of two pal3<» i^r unit for Industrial eonsoisf^ ra 
In th» Stat# BidfAt for 1978»76i rat#» of r*l«etriclty aaty la 
3 pal86 p®r imlt in 0ttar rpadf»ah wbll<» i t la 6 pai8(? par 
unit in Halaathan. Xn eaa^ of agrleoltaral tax«»a incld«>ne» 
of tax iB diff*»r#?Jt in dlff«r#nt Stat(»a» Rplati¥<»l.y rlebtr 
St»t«»t llk» -"^ unjab, H«r?ana and Ou^rat do not l»vy ^frlcttl-
tural Ineow^ tax* In caa« of ^^baraabtra ^x«fiptlon l lwlt of 
afrlettltural ineoaa tax la i^ .a* 36^000 wblob mmkP9 tba tax 
in#ff#«tl»«, A d<»tailad war^mf carried out in 1974 raaaaled 
9000 99«an%lal aat«»taaa vbila ttaa ntuitoar of as8@ai»8 undar 
tlM Aat navar axaadad 60 ii^ta 197i?«73. .\K. Bbartava ealealat' 
ad iaeldanea of land rav^nua i>ar ti#etar« of nat area aown in 
diffaraot Stataa. Aaaording to bla atady vbila a l l Indlaa 
«varat« of land ra^ a^asa par iMatara waa Ra. 7.S4 i t vaa 
ff3, 10091^ flJUtXA* 'aaaary l»77y »• tt« 
lav »allii, CM.) Jiay « t , 197«,9.4. 
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Ha* 14.6 in Uttar rr8df»8b» Hs» 13 in ^stair aid tit, 10 in 
w^9t B»nfal on 9n<» band and Hs. 4«8 In ^unjab^ H^ a. 4*£! In 
fiarjmna, and Ra. 3.9 io Blh5.r on th# oth«p» Thfr« ar^ wida 
vafiatioha 1Q ttie ra6<»a of «atartalDfn«cit taxjvary lietva^ 
60 sQd 100 pap cent In Timi\ tfeara la 100 per e i^Jt tax, in 
Punjab ITS par cf»nt, wbll© tbf»sf? vary fpoin 33 to 65 par cent 
In Oujrat and 30 to 60 pmf cent in Orlsaa. 
•'*b« dlvfirRfney in tax efforts Se also CUP to 
difff»r«»!Jt pollcifis Rdopt^ d by different St»t«*» In connection 
of ioi« taxftt. Biffftrent States follow different policl«»a 
rQgarding prohibition, ibil« Tarail Kadu and Oajrat follow 
a policy of total prohlbltlont th«p«fot»« r«^ veniia from Statf> 
•xela*» If at v<»ry low lav«)l in thi»aa Stat*a# Othar Rtati»a 
follow the policy of partial prohibition* ^urthtr, proff»«8-
ion tax la l#vl«d by Maharashtra^ Oajrat^ Hadhya i'rad«»sh« 
Aaaan and Samataka whila i t ia not laviod in nttar t'rad^ah 
PHBjabt Orlaaa and Kajaatbaa a to. Urban iii|t>vabla property 
tax ia laviad in Aadbra Pradaato* Baryanat Madhaya i'radaah 
Rajaatbao and Taoll Vado wbila tbia aearca of ravanaa baa 
baan tranafarrad to loaal badiaa ia otbar Btataa. 
Tbtta diffarant tax paliaiaa adoptad by diffarant 
Stataa ia tba aaia faatar raaponaibla for diyarganaa of tax 
affarta by diffarant Stataa* 
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(d> p^ffBllT? Bfttiff glrttctttff af Vnlm ratdt? \*^^ln 
ha • rf>aiilt of fr '^qu^nt ehaiig#g In rmtnt of T/aioB 
r3rcls<a fiutl«»s ^u« ta verlims confix«»ratl!>ni a gr^at diiisraitj 
of tax VAtms '»nt«»rg»A betveiD difff^rt^nt eo'<«n9dltif»s as also 
wSthSn tb*» saao eoantjdity groups. In 1974 thepr w r^p artHind 
900 hasie paft#t of fiatr «lJicfe as a m*sult of not!f5<»?»5toQ» 
bad loereae#d to ot**!* J^OOO eff'^istive* rat«»s. On t^^tllps 
aloi?" thf»r<^  %r?»po Pround •^ '(^  <?»ff'?etlv« rat«»s. to rf»cofmB*»nda-
tlons of t;ho Jba Co'Kalfet«^ tbp» rat« s true tare of t«?sftll«»s 
wss rat ional i s t but evf*n now the7<^  are about 50 pat<?s in 
«as«!> of cottoi t«xtli««. I^n ca«*» of consumption Roods rat^s 
vary fror P»6 pmv cent In eas#» of certain lif© saving drugs 
P7 
to 100 yer epnt in e»u^ of air-coaditlonars. Xo so mtny 
cases tbarA i s no rmmuim for ainor rat* diffftrc»itiation. Whii» 
e«rtain eat#gori#s of l i f# saving drugs earry a duty at tba 
rat# of f^B par a«nt, ear tain eat#)gorias of toap eontainiog 
soditts pal)sitat9 liav* a duty of 9 par eant* 6 par e#nt duty 
i s ohargad en vanaspati, pbtofrapkie pap«r» lav prie«d t»la-
vision s<»ts and laboratory glaasvar* ate* Wiiila rate of duty 
en eettnen vari#tl»s of wblta printing paper i s 6«6 per eent. 
9^* DM ffflillltftt fift.filUf iJBlfrtB ftMrt* »• lae.para 8.1S. 
f7« A detailed l i s t of rates is flvan la tbe JiLJCaMllltft 
tiiftCi (Final)t pp. 97-a9» 
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&tteb tjrp t^ of r«t« diff«r«ief(fl 8r# alco th^rft in eaae of 
i tes t earryiae bigb#F rate of cla&y. la oate of arfeleliMi of 
foaat sueh as si«ttr(»s8(»s and pillows etc . ratu of duty i s 70 
p«r cent tout P'tfpigeratars of eai;acity «xe^ «»dlfig 166 l i t e r s , 
6«»f»p trr>-ff*va aid bottle 090l(?rs carry a duty at tha rat^ of 
7© T^T c^nt. Stteb r i^aor *^ iff<»r<*ncrs in th^ Ittma %?fcich aay 
carry uaiforfa s^tws aak«»8 tfe-> pircis'^ ratw struetar^ compli-
c a t e . B«»tid»s th«»8« eoisu'sptioa goods |^  rat#»8 go upto f»70 
poT cr»nt in e*i8?> of "tnufactur*»d tobacco and pwtrol^ am 
products, Tbas aalt lpl lcity of rst?»8 l«d tfe?> Jfea riomir:!tt<»«?» 
to rf?!r".rki, **«» find i t diffica3t to pptnntk&m oar8**lvns that 
this ffiultitudf^ of rntds i s a r<»8ttlt of a prt^ eis*^  calculation 
of tlia kind of lairy o«^ »ded in r9«p«>ct of each r^roduction, 
wh«*tli<»r froai th** point of vi«w of r^^^num coll«»etion or of 
ensuring proiresslon**. H otultipllcity of rates i«hil4» not 
contributinf slgnifieaatly to tb«> attainnant of any of the 
objaetiiras of tli* tax systaa makas tha can adalnistration as 
wall as eoBplianea a coapliaatad nattar* It leads to innuffiar« 
abla disputes ower the elassifieatioa of indiiridual products 
on vtiicb depends tbe rate of tax leiriable on then, Tbe doubt 
•ftan arlaes as %o «bather a partlaular product fa l l s ondAr 
one tariff itea or another* This issue assuaes a special 
99. fii^su^u* lBt»rii ^ parlt P* ^^% »«r« «•»• 
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Inportaieo became of the diffctroot rat«>t «t wtiieb «xelfles 
are lQ9l«d iiad^r 4iff**r*?nt tariff l%*m». 
The problea of aolt lpl le l ty of rates i s not there 
only in ease of differ ant et^imodltiesi i t la also there in 
caae of the aaae eoaaodity at i t carries differf>nt rates tm 
vnrioos considerations. In caso of TV sets rate of tax i s 
6 per epnt If the screen else i s of 36 ea* or l e s s , but in 
the tare category rat© of tax i s PO per cent i f the value of 
the set exceeds 1B• 1400* In case of set© of screen sire 
M em, 6 per cent rate Is appXleable on the set upto a velae 
of "^ ^ X600« Bate of duty on radio and transistor sets ete« 
vary froiB o i i In case of one or two bands set produced by 
SR*aXl scale unit to 36 per cmt In ease of the sets of 5 
bands or aore i»inafeetared in larxe scale sector. 
Tate differentiation i s also there in case of 
capital goods. 4part froa naehinery which is taxed at 8 per 
cent, •achino'ry itmns vhlch mtif taxed at taighar rates iaclude 
delsel enfine (6.S per cent to 11 per cent), paver driven 
90 
pa«p (5 per cent), electric aotors ( 5 per aaat to^P^r cent) 
and refrigerating and alreconditioning e^ipaents ( fO par-
cent) to 100 per ceat) . 
«*•• ^BI»ttmftmi» lloveab-ir 1977, p. 73», 
30. ^ f (^OTlUlgftt liaUJte&fiXi* P« 7S, para 5,4i . 
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1'hottfb m liirt«» number of conwiodl tlf»s »r» 9ii'b3«et tt> 
•#,,Yfil^ geffiB yat9« y«t « jmbsfcuntlal part of r'^ v^na t^ eosi#*« 
frsMi spp^ifie autl«»8. ?ht>u}|ii th# (lot«rn»»^ #»nt h^t tak«»n to 
nany »t^p« ta ctmvi^ rt sp?cifle dat^*s into fd yaloror on# 
Ilk© in case of cottsm f«bFie«t Pap«*rt ^P^ recard^rs and 
otber naafcaX instru'cf^Jits end sugar p t^c. yp't tb-j aharf* of 
specific duties (whlcb do not possess tb© 'nf»plt of ppveoua 
f lex ib i l i ty ) in the total excite rr»finu«» i s qolti* bigb. Tba 
tatel*^  below shows th» re»latlvf« lff!oortane^ of the two typ*»s 
of duties In terrs of yi#»ld. 
tfttit " 4iigg 8ffXilifft..,iMgailaagffi of,,, M ...^ i^ gyCT 
CoiT'no^ Jlty Qfoup !^ «>>v<»nae(ltadfet '»«»tHS«»ntaiEe of 
"^ .stiBiat**s 1976 fotal '^xelse 
•77)Bs»'^rores le^remie 
1. Subject to Specific 
duty 1739.6 
P» Subject to M, fttlggfl 
duty 1799.9 
9m Others t 
<•) Ad iralefea Ceapeaent 119.1 
«»MMi»AaL>i«JBBBWijjtMM>ylMiBMWBHlMU^ I 
«—»—M I, I,, BjUBM»»i»«»«ll»l«MII»»»MM»»«l»»»»a»M»«JPHIM>BJfc« 
4?.4 
S.9 
8ftiu:fi£> OiJIaMUIitt* ttttfU RffB?rt» P* SO* 
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TTom thm ftlsovA t«lil(» i t i t el< c^r that darioft thm jr^ nr 
1!I76*77 63.0 pmt c«nt of tftp totftl r^v#iia« ea«« froa sp@oifle 
duties iihlX#» •a wlqria dutl*»f cootfil»at«td 43 y«»r ««»at in tti«» 
total pftv^ no* to fclmt y* !^*. Da#» to sp«»cirie natup*» of atost of 
the dufc^ #»f th*> natoaatle Tf^wpanB^ of excisi* tiiitatlon to 
ehanf*»t jn frosf V??1Q*» of wansafacttrr^ and v«la*» iidd«! tqr 
Ranald©tar« ia also foaad to t» poor* th« ««la8t!elty co» 
@fflci«f»t b*»ing 0.6 and 0,6 par cc»nt p«8p* e^t4vf^ ly» Tbf»r« ar** 
iom^ jnajop Itt'wa lik^^ p^ p^trolesr: products stidi tea ^tc, irf!»r#» 
pato8 of daty ar© ty^tcSfie and th«*p« Is sua urgsnt n<*?»d to 
eonvart thetr into a^ valorag? ona 
Baffldafl Union axeia^^ dutiaf th# prlneipli* of slnpll* 
city of tax ttraetara i t faerifload in eata of othar Union 
and Stata taxaa in ardar to 9mt'99 foaa othar objaatlvaa of 
taxation paXlay lika aoaaaragirif da«lr«d tyi»a of prodaatloo, 
Inaraaalng taainft and invaataant and padaaint diaparltiaa 
ata* Af a raealt of it« rata ttpuatara »f dlffaraat taxai 
baa baaoaa eeapliaatad and naadi aiaplifiaation* 
9U Oaaamaaat af India, ISftMrttt ffttrfffT lff7fr*7f» P* M . 
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Ham to l«pg» nttiib»F of » t # s in eat** of sslof tax 
tlio tysti« tuta baeoaa eonplieatstf* lis tlio woxHia pi Maihlmv^ 
**One of the a»at aarioua dafaeta of aaXaa tax wfwtmR In India 
la tha haphasard and exoeaaive rate differi»ntiatloQ* Sose 
Statea Iwj aalaa tax at aa many aa 16 different ratea, Saeb 
exeftasi«<^ ratea differ«ntlati<w rt^aoite in inoreaaed eoiRpiiea* 
3P 
tion and adalniatrative eoata.** In hia opinion there ia no 
need for aore than ^ or 4 ratea of ealea taxation. 
'^ houffh the rate atrtieture of personal inonee tax la^ 
on the whole f on rational lines * i t necrda SOBMI !idnor reforaia* 
At present income i s aahjeet to bAsie tax rati» en& a aoroharite 
on tha aiBount of ineoiea tax vhieh ia exelaslvely appropriated 
hf the Union Oovemnent* The pr«Nient ayatent of inereaaing the 
tax 1^ aurehargea or ipeelal aureharge cMBplieataa the proaeaa 
of ealettlation and also results in errors In tax aalealatiao* 
If the rate atmatare he ai^^llfiad iy elimination of sur-
ahargea tha tax aa«ld he detamiaad hgr a alogla aalaolatloo 
aiailar to tha aalaalHtlaa of taxaa iiadar other taxaa llha 
wealth taxt gift tax and aatate dalf* Aholitian af attraharga 
•ar reaiilt la loaa of revenaa to tha Hilaa Oataraaaiit* Bat in 
thlf aemiaatiaa tha Chakahl Coaailttee held tha vlav» ** Ma are 
aware that tha aarehargea are levied la view of alNirlng tax 
» • «•»• !%hler Jy.^fal^ and ^ 
Orlattt tagMan Lid.t Belhl* 1970, f. 
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r«vfliiaM b«tv«fln th* CpatF# and th« St«t«*, tli« rm^mm^ 
lapaets of these aarettarg** i t not al«o mkX tfmt fifnifieant 
so at to pret«Qt •» IntimBoatitftble problea uA ttie ptarpofe 
39 
eoQld be met ofchervlte* The Xmw In revenae due to eboli* 
tion of soreharfe naf algo be eoap^aated i f the rates of 
suretiarge AT^ sterged into baiie rat#9 of ineone tax* 
Tlie provifllona relatiog to the aaaessai^t of 
ehapitabXe and p l^lf^ itms trusts Ktpp io tbe vords of nhokahi 
Cocalttfte, "Oae of the most coaplieated group of sections in 
fncocie tax Act# v?bnt %ais originally designed as a sinple 
provisioa for totaxVoxeispting fron tax the ineoiBe of a 
charitable trust feas» over the years, become a v<»ritable 
isase of seetionsi provisos and ©xei^tions**. Sections XX to 
13 or Xneo»e»Tax Act 1961 dealing vitb tbe charitable trusts 
enjof the unique distinction of having received almst conti« 
ntioos attentions in successive Finance Acts* Between 1971 
and 3i7t no less than 17 aaiendaents tn»re nade to these 
sections* 
Tbe structure of corpovation tax also does not 
confora the canoB of simplicity* There are three types of 
charges to which ccsHpaaics are liable tc pay a 1* basic 
a9._0iiltsbi CcMdbtoat nnal ftcporb, it*aU*t »«3^f»*ra 
X*9mT~~ 
34* HIA.tP* 4* para t a * 
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eorperation tax S« 8areh»ri« on baale eorpofttion tax «n4 
3, Surtax l«»vi««l mA«v th* e9fli|»aiil*f (Proflta) Surtax ^et 
l.di4» Tba Axiatatwe 9f thpaa paraia.<»l ebarfta lias nmAm tte* 
tax atruetura too eoaq^Iieatad* Sureharfa oa paftoaal ineooo 
tax baa aoao logic aa tli« proeeoda fvo« tfee Imwf ar« aot 
abarabXa idtli tha Statcw and th» entire |;roeaad8 go to tba 
tmioQ Oovapn»«nt« Aa eoriNiratioii tax i t not abar^blaitltare 
la tto^ logie for a 8«parata oharg«» Tha atlataaee of a 
aeparate oharge mm>lf surtax also hat Immn eritieitad on 
tmjsy grounda* ?heae asp<rets are diseasaed in dataiXa ia 
el}apt«»r«6» 
Soca eoffiplioationa in tha tax atrttetara ariaa dtta to 
a larga maibar of axMptlo&af ^aduetiona and eoneasaioaa ate* 
allovad in tba rariotia taxaa* For tba aaka of aiapliaitjr of 
tax atroatara ratioaaliaatioo of tba tbaaa eotieaaaiooa ia 
naaaaaarjr* Tbii aai>aet baa baMi axaainad in tba falXowiiig 
aaa tiaa* 
(8). 
A larga niHbar of axavptlona and dadoat&asa aXIawad 
Uk tariaaa taxaa wmkB tba tax atmatara aoi^iiaatad ia ao»a 
aaaaa and load to tax afoidanaa and tax ataaiao ia otbara* 
fii aaaa of paraonal iaawM tax antartajwamt aXlamaaaai 
aanaaaaiaoal traataaat givaa to aooparativa aoiAaitiaa and 
2U 
eoae«itioa«l t»«*tattQt gif«ii Co etiavila1il« tAd r« l i t io« i 
tmt ts #te* mrm toat isia«t vtileb a«M eootlderatloa* Tim 
stmetorA of eoaipany taxatioa la Xhdia I I M IHMNWI* e0ap]i.e«««d 
da« to ft lAVgii nimlMir of mmm^Mt^vf dotfnetiont Hko lovsr 
tax on ixit#r eorporato aividtod uid long term eapitol gainsi 
aee<»lK7ftt4^ d«p?9elatifw Kwi«r«tf>d Iqr tax €[itpip«elatitm 
ppovisioaflf davAlopenst an.oiiane<»9 and a^tooff and emrvf 
fopnard loaaaa eta* Al l tbeao ooo««ssio!ia ahoiild b« potlovwd 
and atiotild )MI dlaeontiatwd i f tlM»a<» ap« not aerviag Oiafiil 
pappoaaa* Tlie revmiaa ps^ueUvlty^ of propart^r taxaa la wttk* 
•aad avk« to a larga naRliap of dxanptloaf and d^aetltma 
al.loir@d» Varlooa typaa of coaoeasiooa aUov^d in ooBnodltjr 
taxaa and State taxaa aXao daaaga ttia ravaoao prodietlvlty* 
That thara la as argMit naad to exaalaa a l l tka aoaaoaaioaa 
and axelaaioaa ata* allonad la l i^laa tax atraataira* Thia 
aepaet ttaa baaa axaalaad la dataUa la Cliaptar ft* 
C*^ » Btftiti ill Tfti fiiifciiiitlitflti Jhrwt^iiftft 
Baaldaa tlM dafaata la tlia atfaatara of varloaa 
taaaot dafaata la tax l awt proaadataa aad waik adalalatva* 
tlva iM«Mlaavr to la^aMat ilM«a lawat alto oaaa la tiM iMy 
of pavamia aollaatlaa froa laxaa« Polatiag oat %%• laportoaoa 
of tax adalalatfotiaa la a ooaatry tko Vaaolioo Ooaadttaa 
raaoftaif *VlHin aaaiaga la taai aiaialatiat laa oaa fpaattata 
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•v«B tlM twtt of tvx poXiei«t • . • • • • • • &i f M t wa r«eonHKi* 
datiOBt on tax oteinistraUoB niXl Hate «o Fi»ei>iv« i^ roeodsrieo 
i f thm o«6«7 iteoouref toggottod by as ar« to 7%9lA %fm doiifad 
p«fiiXtt* ** 
?ho present a7St«ii sf dir«et taxes aaaiaittration in 
Sidia nay not b« said as satisfaet^vy* ?ii« systaa was s^araly 
eritieised Iqr tha Pttttlio Aeeounts Consudtte® of tho Parliamant. 
Tito CoE^tt^e tieaded by R*!l* flikapjee io i ts HMth raport 
pras@!at<^ to tt}f« Wt Sabba oa s^tnnavy 16« Wffi obse3PV<>dy**!]ki» 
foptuaatoly tba Znooee*Tax toparttsent appsafs to be managing 
i ts affairs by ifbat algbt be dabbad tba ppimeipXe of *»anag«» 
oant by crisis* ratbar than 'aftoagaiiant 1^ obi<«otives*, Tbis 
is by no maans a bappy sitttatioa • • * • • • • • I t appears tbat i f 
tba BonsaX dittias of tba Uepartnant bad ba^ propariy and 
affieiaotXy parforaad, tbara sbould baira basil a greatar 
aoapliaaaa by tba tax payara and bigbar raalisation of raaaipta 
at propar tiaa**« 
Xf tbara ara saaa dafaats in tax law and i ta ijspla* 
•antatian aaabinary ata* i t loads to tba problaa of tax atas* 
ioBf tax avoidaooa and bra arratra ata« Hi Ikidia tbaaa probXsM 
bavo takan anoraotts aaipiitada* Tba lat tat t aattaataa abont tax 
avttsioa in aaaa of diraat taxaa vara aada by tbo Hwaboo 
coaalttaa* Aaaording to Melo Cossdttoa tbo mUm% of tax 
avaoion in mm9 of diraat tnaaa only una of tlM •rdor of 
i"^^"'"r y"^  'f f 'W^^ '*"' 11 \ ii.ili«» K BIT 
Z l d 
Ht» MOO erorei (total ioeds* oa whieb tax vat •v«A«A) for 
tlHi 3r<NiP ljM8i>^« ? ^ iPo3^»tavr I i^soXotato SONMM liitvo* 
Auetd in OetotmF 19711 idbieli mttat^d in Aiielotaro of laooM 
and iftalth asonntifiii ^ » 18S9 erorot iadiefttoa that tax 
«vaaii» i t praetie^ on a very large aealo in ttia eotrntrf* 
?lia problcHi of tax ovation i t not I i « i t ^ ia eato 
of direct taxes onlft io eatd of io-^ireet tax^ also i t i s 
very ifld«spr#ad« X^ rga anonnt of avasioa IQ oxeiss dotlts 
97 
vas roportad %gr the Ci^tral ""awisn (SRP) Eoviow Consittaa 
vbieb suboitt^ i t s report in Atigaat 1974* Hio Ot^^ttea 
pointed/larga soala evasion in a vida variety of eoantodities 
iaelQding sugary teat matetiesy soap and Midieij^ as «te* &eeord« 
ing tlia CoMdttte large seele evasion nas due to tvo sets of 
eirenmitaiieest one wm slaslct aoo»txistent or disbonest 
sttptwisioRf and tiie a^e ii^portaot eaitse wui tiie oaaeeessari« 
ly eovplieated tariff i tem and imrealistieally desipied 
exeaptions* taagfling ifliieli i s a for* of tax e««sion in ease 
of ens tea duties i s also widespread and only veok and in* 
effeetive adaiaistratioa aaa lie IkXaMOdi to a great extent, 
for tiM proM.ea. 
37« iR*il|«« para 4«98« 
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Apart froB tti« problMt of tmm «v««iwi aiiA tax 
ftYoidaiHitt tax KtrmtLrg^ pmvtinlAlmtly in eaf« of dlroet toxos^ 
V9ak«a tlio rovtaao prodiMtlvlty of tax ayftA*. Tiia diffaroneo 
b»t«»«D the tvo probJt^ iRa is vtiilo tax «iva«loo and tax avoid* 
aao« tfcov ilXegal. idt^otioaa of tb^ tax pajror tax errpara 
rffflnet eoBvXieatlont of tax ooXI«etioa proo^ar«s and lo* 
effieient tax adadiiiatratioB* thm pFobl«m of tax arr«>art in 
ease of dlreet taxna la mninly dan to d«f«!etiv« asa^asniiit 
pHM u^ri^ tt The ntiist»«? of eas^s^ in wbioh m98f*9Smm% is pond-
ifig^ i t iner#aaing fenv aftnr yrar vhieb i t el^ar from th» 
folloviRg tablft* 
tdUt,„»..„d*ft.« ift|iat,5?ttffi flftt^ llff, laq«tt 
iirni*i'W.!ii 
xaa» Xo* of AtaaasMontfl P«fidinc(l4kha) 
107X.7t 
lf7B*7S 
I07S-74 
lf7i-7» 
i07t.77 
n.ffS 
13.M 
17*10 
17.td 
t7.4M 
iMCtt* 
§ p« 8 9 * 
<ii*fiui^  
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During thm t i s y%ta ppivlitd ^mn th% Bmmf^rf *§••••• 
m^t S6h«iK«» ima l i op^rafcloa the ^rwrn^B of Assftstnent! thot 
up trm U « ^ I«khs to 17,49 lakfet vhioh F»pr#iiints m^ntt 
60 pop cent of thm taw^MMm m mteh 31, 1977. The aln of 
the Siiisrai^ Tjf '"aseas's^ nt Sebeip waa to ape^ ap iwgnlar Maeaa* 
mn^ a^ I-aclr i^ "^sh^ h^Ok of eaaita «h£eh im^lve no eooteo* 
tioita poiota. Beaidea Stmiaaiy Aaa$»aami»nt other methoda like 
apot aaaeaaaentif fgaXek masasaseats @to« vare adopted to oter 
ooae the motmttag arrec^ ra of asaeaaiseQta aad to ^ake then ap* 
to date* Bat al l theae taethoda vc^ ra ttnnhlo to reduce the 
noKb^ r^ of pentliflg a88e8sie''»!a# lAh^vnl penalty^ proviaiona 
vepe eoaaidftF<»d to be oain fee tore reaponaihle for aountlnt 
38 
arreara hr the Chokahi Ctmaittee* &eeoMiag to the C^mittee 
the ppeaent proviaion of l?» per eent peoaltf of the amonot of 
delayed payaent of tax raakoned on the final tax payable 
(after pajreent of advanee tax dedneted at aotiree etc*) la not 
adefOftte eaotfgli* It doea not aerve aa a deterrent at all in 
eaaea vhere a anbatantlel portion of tax haa already been 
pnid bgr IMF of advanae tax end dednation at aeuree. The 
Cavaittee reeaaaended that inatead of delayed aaoont of tax, 
peMlty proviaiaa abotad apply to the groaa tax on the total 
ineoaa aa deterained on regnlar aaaeaaaant. The Coaaittee 
at. lyiht figlUft'* ift*ill*f atfrti Rtiwrlt »• ••# 
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ftlto r««onn«ind«id that th«iri» fbould b« • tifi« l l a l t for to«* 
Ifttod fillDR of return vmimw tii«» ^Bof roQ' TIIM** •cbffiap and 
in th« <w**nt of d#l«7 buyoo* • period of 90 d«ri f nw tli« da* 
dat« the p«nftX pr«svisio!it tlieuld eom* into plJiy* '^fm CoRadtt^* 
farther rfHtfrnxmnA^A timt in saeh eac^8« i f tb« dnfftalt p«ri istt , 
tbo XneoR^tav offie*»p should eorpl^t# tft« proe«s6ing« oa m 
bett Judgement ft8t««gm«nt bftflit avea b«for<i the end of th« 
assosff'Sftnt fear e<me«xii€id* 
£3oreasi!3g vork*Ioad over tho Iieoiso Tax D«partm9at 
was ooQflider«d to be another feetor rcsp^aiblf^ for inereaa* 
ing tbe aunrber of pending eases* Dttring the year 1976*76 out 
of S u t e eaaea in ubieb aearehet and seisurea Here eondoeted, 
atieeaaent was eoaplete tmlf in 8S6 eaaea* During the year 
ig74*7S petition «»• %rorae* Oat of t%0S9 eaaet aiaeataent vaa 
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eoi^ieted only ia £90 aatea. m the vorde of the CoMBlttee, 
«Zt ia however» aeen tlit.t vbile the Ineoae»Tax Offiaert have 
diapaaei af »4»8 XalUia aoMMiry aaeeaantenta daring tlie year 
X97S»7t they have aat been able to pey adeeoate attention to 
aearabea and aeisareat vbiab are eU aenaitlve eaaet• and 
alMya aaoaiiaffttble reveaaa ia l ikely ta be involved. I>ttriag 
tb« year I99t»f6 praaaaattaM far tai fraadt aare laonebed 
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only to 89 eai«« altboogli p«a«lti»i v<»r« l«tl«d in 8«9S4 
41 
«atM* th« C-andtt^* ettfiKSluded, "If lae<»9 tax ofne«r i f 
glir^ only th# %rorlc load that to« ean taefcl«t batter rasulta 
are poaalble by way of b«»tt<tr eaaesaaMmta^ battar eoUaotiona 
and b©6t«r efifopeoiiH^nt of tax lava,** 
4P 
Tba 9hm Cos^lttfta polntad out awm probl«%:a and 
diffiaoltias %ibieh aria«* in eoarta of assi^esment and l«vy of 
tba tJnicm exels^ dutlas* '^ bfi cMtln ppobli»a la M^lay in tha 
ppoeasa of a»"»2»?!^ntj AM tha ^rodnear sella tha coiwodltlea 
pucb 'farllap than the aattlf^ent of pst«%a of daty* h© '^y 
gain or loa«» dapandlna upon tha aaonnt ha ehariBt^ s from the 
emiwwmr and %ffiat he had to pay to tha ^'^iaa Daimrtinf>nt« 
Sana tinaa prodaeta ranain onaold until tha elassifieation 
or valuation dlaputaa are daeidad* Tha C«ntral "^xaiaa (&&) 
Hfiviav CaMdttaa raeonaandad a tina l i a i t of thraa aontha 
far grant of rafunda. Tba Central Board of ^lalsa and CuataM 
also iaauad dat&ilad iaatruaiiaaa far raduaiai adaiiiiatratiaa 
dalaya* Daapita thaaat dalayt aaatiiiua to >aai>> Aaalyaing 
tha aauaaa of daaly tha Jha CoMittaa raaarkait "TlUa ia not 
baaausa of tba JUaknaea an tha part of tboaa aanaamad but 
tba ay a tea itaalf io aondueira to delay**. 
dl* ft|«8ll«f final Report, Chapter 11« 
dS« ilt*iii«f 9* 1M| ^^ ll*9. 
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Clattifieatioii and valtmtion *vm utong th9 eatia«t 
wliioh l««d to dif pttt«« ftia4 dirf«p«ne««« lift •&•« ^f faniea 
<^ xeiff« dutiAif •• th4iF9 ar« 199 tariff itmmt eov4»rlnf( alaott 
tha entire ranga of industrial prodaetlon« ttia doabt a?is«*fl 
as to vhath«»i> a partiealar produet falls ond<»p oaa tariff 
itABia or aaotiiar. This asauma a special isiportano^ baeaase 
of the different ratas at vbieb ateiSA datias ara leviad 
tiod«ir diffarmt tartff 1 tarns* 7ha diapotes Iti tfea olassifiea* 
tStNa of asoisa dutlas affeet the etsstoiBS adstiniatratloii also 
beeatzse the esoisa daty payable on the prodaet i s leviabla 
as eoontarvailing duty on Imports as nail* 
Aebifuity and doubt about elassifiaatlofi are not tha 
only stwiraas of disputcis vbieb of tan rasult in prolongad 
litigation* A good daal of disptta arisas ovar tha valuation 
of a prodnet* ^e i sa dutias ara noraally lavi#>d on tha ax* 
faatarr sailing priaa* But tba prablaa ia that a aanafaatarar 
•ar sail hia prodaat to saawana, in apaaial ralationshtp with 
hiBt at an artifiaially lav priaa in ordar to pay a lowar 
a«aiiat of duty* lara tha prablaa far tha Oavaraaant i s to 
linav that priaa an vhiah tha ao—odity i s balng sold to 
ittiapandant boyars* 
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grapbs i t saay bf»« v«»r3r saf^lf, eoneludAdi that th« praaiHat 
atruetare of t?ai<m aa weiX aa tbe Statii taxaa ia not aatla-
faefeory one* 6ealdf>a tlio atruetarel def^^ta aosta taxaa 
Xika incosift tax aad 0nii^ aRilae dati«»8 svkfffr from tba 
protol^i of fattlty proee^durea of tax o9lleetioa« For mobiXi-
aatiofi of adequate amooat of reaoureoe i t ia aaeaasary to 
reeioire a l l thaa^ laeun^ of ttta tax ayatins and to rational* 
ia® i t 80 that i t rmy a«nr*» the ob^eetiv^a of fiaeal policy 
in tbe planned eeonomie d«^ volopr>#nt in Tndia in a isora 
effftotive way* 
• • • 
C H A P T S a - ? 
RAfioifALBATiOT M mm, Wt mmmm 
• • • 
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^0!^im&iMikftm 0? BITS IAS "fm s-mtjcrtmn 
H) 91)11«» of to sHuay ft^pt tnkwn tqr th9 tAiioa 
9ovf»RiafKnt and th« Btat«»s for pftationftlitiag t»fe« tax etrctc* 
ttsFt* at both the lAVf^ lSf stilX tb# tax a t^t'^ o has stme 
laetm^g ^£eb coae l i tti© i«y of afifiitlonal p s^oure© mibi" 
llsation* HatiofiaXia&timi of various taxns at both th« 
levels vas rf^eatm^nd^ W a large fiaabar of exp^ept Qmrni" 
ttf»es a4.4.olnt<»<3 froiB tlo** to tier* Smm of tba )p«cs»Bia»Qda-
tions of thf»8e CojpffilttPita w^ p© aeceptefi Igr tfe© Qov©wiiE«»iit 
aofi oth«pr w*?** n«»glfsct«»d tm a^iQl»ti«ttSvf> OP oth^ p^ gpoonfis. 
Hn «pit*» If all th^ s** o^as, #ffopt8 should tm p»a4« to 
patiooaIls«» th*» pp#»s#»nt tax system so that Xapgap p«aoup«*»s 
rfay tMi moMlisMl, 
]h tli# se)iMi# of rationalisation of Aidian tax 
strueturw tvo altamativas sbouldi h» txaainads 
!• TiMi pr*s«nt struttttps of Alrset aA4 iii41r«et 
taxation siiould ba rtplaesd hf sasa osw systav^ drastiaally 
diffarint froa tba prasant ona. Folloviog tills lioa of aat-
loB oaa possibla altamativa is that tiM aajar taxas of tlia 
eountrlTt Ilka (Ktiloa and Stata axalsa dutias, anttoa dutlas 
salas taxation aad aorporatian tax, ata., sbavM ba raplaaad 
br a Talaa Addad Tax (barainaftar rmtmrrmi m Tlf )• Otb^ 
paasibla altamativas arat tba ebnnga af tax bata fr«« 
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IneotB* to «xp<»n4itar# and introdaetion of « tfltpfrlty tax 
• t fug^««t^d bjr fosw tconowiMts* 
<?) If tli# ftr«t iilt»w»«tlv^ It Bjjt f#««ibl« and i t 
1« c(mfld«p«»d that It mxf erfat© stop?* pr-sbl^ fpa than I t wotxld 
sdlvSf the oth^r altertiativ© l-^ft Is that th« rir»s«'nt tax^s 
efcijtili etntinu"' aad e*»rtaia r»f!>pati BM rrjAifics tlo'js shoaXd 
bo a^ SoritM 80 that th© v^forn^ taxta !iobiXi8# largflp amoaat 
of resoopo^ s^ aid pro««» to fei a b<itt«3»Afl«caLl t^ol for, aohl«t'«R , _ 
i!ig'and alRttltaaeoaaiy xh#sc« satiafy tRe ean^ifl of aimpllcity « 
ai3d adsiaistrativa ooiiveol«oe0« lm% xm oxsaine both tha 
alt^raativ«^« for iratloaallaatioo of Iidlaa tax ttruetore. 
Firatlyt wa ah^uld #xamln« th« featibiXity of 
r»pXa«lnf th# pr^fntit IMjor taxat Iqr a TAT. 
TM J^ff in ita aompr^ lMinalva font aay ba aiapXy 
dafinad aa a tax to ba paid by aXl aaXXara of fooda and 
9*v^i9%9^ otbar tbaa tboaa apaalflaaIXy axaaptad, oa tba 
baaia of tba vaXaa adddad by tbalr flraat vaXaa addad baitig 
eoapotad aa tb« diffaranoa batvaan tba aetuaX or pp«a«iad 
vaXaa of aaX« of output In a iivaii pariod and tba vaXua of 
gooda and aarvleaa *bottibt ont**^ 
X* 1 ^ i l l Cwillillfftt Itelirtl MWktU tt*fiU«t >*lMf 
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The Jha; Co«»itt«« on indir«et t«z»s %«• r«f«rr<iA 
to •xftfld.ne tbe f««tlbiXlty of iatrodaetion of BOBM fosa of 
•AT floStable in Xadlan condltlonf • fhough tho Coaunittoo 
point«»d out soniA moFlts of the ViKT but i t v&f hesitant in 
introducing a draatie change in the Statue goo* The ehief 
tsefit of Vl£? pointed out tsy the noipniittee ima that an "'iBpat 
i s taxed only once and honee not only i s cascading avoided« 
but the incidence on any final product can be controlled." 
The CoiaiBittee also pointed out the advantage of the 7XF froa 
adsdnistrative point of view, as evasion iMicowes difficult 
because the systw, provides a ready is«thod for cross cheeking 
the records of tazeble persons in so far as invoices play an 
isportant role in the operation of the tear* The aaiounts show 
(Nfi invoices are important for the oalculation of the tax 
l iab i l i ty of both the seller and the buyer and they are 
regarded as identifiable itens by both of then. It i s in the 
interest of a taxable person to ins is t on paying tax and 
•btainlag an invoiee as otherwise be would not be able to 
• la ia credit* Furthert evasion of tax under TJf systea i s 
less profitable for any single tax payer than i t i s under 
singl* stage aystea since under the foraer a tax payer has to 
pay only a fraetional aaount. ta the words of the Coaaitteoi 
t* JMA*t 9* l U f ^ r « 7.1ft. 
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*'i!i««aioa of tax br any fxi* tax payav ondar tlia VAf ayat<»ii 
woald gmaralljr m»VR l«aa Xoat of ravtnua than undar tlia 
3 
ratail aaX#s tax*** tootlt^f adailnlatpativft advmtaga elaisi^ 
hf tha nsMKiitteo in fairour of "^KS %rM thi^  #asiBf*a« of adrlnia-
tering ttia syat^m of set*off of tax paid on inpvitfl agaifiat 
tha tax payable oa th«* output which la prnvifi*^ uridp? -^ ula 
66»A of ttia pr«f«»>fit t^xeiae <^t« "^ btp pr#s»fit eyat^ia la lsa««d 
on tlia pfeyaical eheok vhlXa mtdev ^At tH?»!w la •accounta 
basad etiactt.* Under tba preseot T^ulm &6*A a nu»b«? of et^b«»v-. 
aoi^ e Fagulatio&s have to be compiled vbile *aoc^uit baaed 
etieoklQg vaa expected to be simpler 
All these merits of ^HS pointed out hy the Jha 
Coaiiittee are overahadotied i f ne exastlne the Ykt in tha light 
of adfilnlatrative feaaibility and revenue productivity* 
Though tha Jha CoauHttee highlighted aoste polnta of adnioia* 
trative mm9ttuf»» in the nev syaten but i t easi&Md a very high 
degree of aaaaunting available in a l l the indaatrles whether 
arganlaed or an*argaaiaed* fii large aaala iadiiatri aa and 
whaleaale trade, ayataa of aaaaanting my be parfaat and 
amber af taxpayers aa«paratively a«allert but the nusbar of 
tax payers to be dealt vitb gets larger aa «• aova further 
daaa the line in tha chain of tranaaetioas. Purtbar, the 
9* illA»t iHlnla ntaartt »• UB* ^r* 7.i»s. 
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nsaXltr acalftpa la « d«v*loping eoantrf aod 9V«fi In d«¥4lop*A 
eottntPlMy owint^lo only • prlaitiv^ forat af aeeooating ana 
star find i« extrAflMlr diffieolt to eopit vifeb tl}# fteeoontiag 
r«qitir«i39Qt« of VMS* ?hor« i t alio ttm farther e^sideraUon 
ttiat tit)oI«8ftXe?6» and ©v^ o esora tli<« ri»taii«rs» are likoly to 
ba dealing idth a variety of eoBiBio4iti«»8 ao that h^e :mtetiing 
of ootpot and input tax^a b^ coiaaa difficult* Tha Jlia r.Mraiifct«s#» 
ltaf>lf polfited ottt tbla faet» **Ift datf^ loplftg eountrle'a wb^ pa 
a coaildftFablff ppo^artlon of atn l^l trad#»p8 ar« likely to b* 
iaaaffielttiitXy adnoatad^ i t %mvJL6 be too isaeb to rapaet tbf>« 
to malntaifi ad^ Qtiat^  p^eorda of purobcia^ a of lapute wbieb 
4 
ha»^ to tm matetad agalnat oatNt. 
Baaidaa dlffiaultlffa on tba part of tax pa?/ara aona 
problaita ara axpaotad to ba faoad by tha adsdnlatratlva 
laaeblaary If tha tyftam of VAT ia introduoad* Tbara would 
bav# to ba a largar Ineraaa*? in tba nuvbar of tax adfiinlitra-
tora for abaaking tax aradit grantad at varioua atagaa* Tba 
problan of tax avaaien can not ba aolv«!id totally nodar tba 
VAf af9%9m* Tbottgbi tbaoratiaally apaaklng« tba Tiff providaa 
for afi aiitoaMtia aroaa abaaltingt in praatlaa i t will ba 
poaaibla for a nmbar of tax payara in a abaia of tranaaationa 
to aolloda and avada taxaa* **'Vaaioa aaa alao ba aaaily 
4* A l i o »• U6, ^ra 7,t9* 
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praetieffd Iqr tho«» «lid ••11 ••rvie»« 4ir«0tly to eonsimors. 
Sine* in tH«lr «&•• vftlup ii<Sd#d i i llle« l^y to font m !»Joir 
proportion of th* valtMi of t^rvicos r«»ftd#7iNl« i t imuld bo 
ppofitaWn^ to indoli# In evasion* Tnr et!#ekln? nil th«i« 
9r«otie»« la:!^ ^p ftdRiniatp«tlv*» paehlnery !• p»iittl?#d« 
WP« W»T, 4rt»iseti«IaS| a ntwb^ r of thr Jlwi roawdtt**, 
^xpretted th# ftd«inl«tr«tiv« f«»miibilit7 of th« "^ ct in th« 
ijopfis, *Tbt eoantri«»t in '^ orep*! whlete hswf* adoptf^ ^^ ^ mxm 
finaiag i t difficult to «ft»od i t to a l l co»8^ o<iiti*»« or all 
seetora b<!eaiifl® tlMi dystea of taxation preBPtaums a typf* of 
aeoooisting % i^efc ie onfaotliar to raany tiittrprises* Tba problam 
Mould be ^11 mopp eeut^ in India vbfr« aeeouatlng coneioua* 
6 
ae»8 if not al l parvativ^*** 
T^celasion of r««tail stag# fr<»i a ViiT cuts dovn 
eonsia»r«bl]r tba mafnltttd* of adiBinittrativi* anci eoapliaaea 
PFobl«at bttt tbl0 voaia b# at thm eott of lar«^ r«»v«riiMi lostai 
aa tavaral tranaaetiont ar« involved awn at rt^tial •t<«io. 
FttPtbaTf r<»VMiiia prodnetivity would b« F«doe«<! dua to 
Ivpraatiaablity to briB« all aaatora vitbin tba tax not* 
Savaral tirpaa of fiaaaaial aarviaaa, aaab aa bafdciog, 
iaaaranaa and finaaaa ata* ara aofMllir axwaptad fi^ oa tba tax* 
Tba aarvie«a of prafaatiaaala aaab aa daatora« Imra and 
aaaaaatanta ata* ara alaa asmtiad atan ma^mr tba v^ropaaa 
S« I I * • • Annaabalaat vaoa iiiad Ttf • MmMtMjM 
I f f f w l f lilPfffffflfrf «*«*§ laflMHqrJfJP* ilBV*]JPr« 
232 
V4f tytt^B* iMtXy th# prot)I»« of inpttt tftxmtion at ••v*]r«l 
vt«ir«« (e«te«^inf) i t ftvold*^ thrsegh ty»^ VMS •jr«t»8 but i t 
vould ton ftt th* etiftt of rfiv i^iw* Xossei • • in tb« jrrar 1976*77 
rav aat«rialt and manofaetur^ inputt (ottiar than tfaaa« eofvr* 
#d by p^^trolfoa, tjMf6il«»« and tobieeo f»ull l»f) ewitrfbut^d 
1*'«4 p^ re#»r!t of th« ttital ^IW1.R» j**»v#»nu<i. If i?#v~'na» ft»?wi 
inputs tn tbrf>o cat«sop5#t ia also include tb»» etrntPibotiiHi 
of input tazatimii in the nr^s i^nt airoisA tyat<»iri Is QUltf^  larfi^. 
Any innovation i i the ^xcls?* ts^xatlon whiob r^^aaits In tb« 
loss of p'^ sv^ ncw fpoffl input taxation fsay ha»« c^ r»fido3??»blf» 
effect upon th« r<?vonuf» productivity* 
Uue to a l l thf^ sA problans tbe Jba Coiardtti^ ®, instftad 
of a eoaipp4»h«n8lvp VHf^ r^eo«n#ndad only a V4t at smnufstetttro 
7 
^r«« staxa (MMlViD, Tliainatlon of easeading -^ff^ets, 
reduction in eost, eontvollinK th* tax bord^n in a d«slr«»d 
%niy ^te. ymv9 tba nwin advaotaK#8 elaHfJH for MMTTAT. Wat 
tb« ne«Ritt«« pAaliaed tha d i f f i a n l t i ^ in implefnanting tba 
tax on snail saala s#ator. For tbls saator tha coMdttaa 
raaaanandad to davisa spaalal tcbaoaa aoosistant witb tba 
aoeio^aaonoBla objaativas of «neouragin| tbair grovtb* 
tba CoMdttaa raaoanandad introduation of MMTier, 
ia tba baginniofy In 3 or 4 indoatrlas vblab prodaaa final 
•• iTtMi fffliUttt* mttrfci ^tgarlt &i*iU*f >*M, f>iura s.t. 
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prodttets auQti «• aatoaobiiiis and dt<»8el #af(iei»f« On th* 
1»8)8 of mn^p^rimmtn %minti& Xn tih«t« lrida0tri«>8 ttti» tax 
ahottld ba ^xteod^d in eaae of otber prodoeta* In the w>rda 
of &ba Coi%ittf»Qt ** ^ ^^* in threat of aa£#guardins ravanoa 
i t ia neeeaaaiT to eatabiiab ita uorkaMlitf tiefora a i«ida« 
8 
ai>rf»8d application of ttor iy«tf»a is cont«^plfit«a.*» 1^ tbc 
long rian toot i f tbe irorlcabiiity of tba tax ia prov^t tbf^  
Coaasltt«# rwsoKfficndea diffftpent typaa of gooda to ba 
f»xelc^ ad fpon tbA VfiS^iS and to eontinua the present syntpm 
of exeias' to eaa# of tbea# cosiBoditl^a. That© ar.'^  tb** fooda 
in i«hlcb imeh 'eaaeaairig* ia not Involved OP wb^ ?** goada ar^ 
So b© taxwd St ap^clal or high r<**toa for ecoQoiile OF 8»ai|>» 
tttary r(*aai»ia* In tha %rorda of tba Cm^ltteat **^ axati<ni of 
9aeh pr'!Htaeta hat to follow ita own logie and een not ba 
9 
fitted Into th« g«n«ral ayatatt*** P«troletui produetti tebaeeo 
«»d tabaeeo produeta, augar, aoffaa t«a and aatebaa ate. 
ara 8aii« produata to ba ioaludad la tbia eatagory* Aaaerding 
10 
to tba raviaad aatisataa for 197t»7f aat of tba total raaantta 
af Ra. dtMS.dS aroraa froa baala aaaiaa dutiaa thaaa pradaata 
aontributad Ha. P.OlS.d ^rwa wbiab aaaaa to 41»S par aant 
8. IhlA.« P. 147» i'ara 10.18. 
9* iklA-t P* 146» I'ara 10.17. 
^* ^jtlMJlirr %ittrin4<Mi aa Iht W«> B«4ifl far Wg-ffflt 
pp. fP*9S. 
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of th^ total ri»v<anu©» Pt^tvolptm products alon« contributed 
i« . t^99B»G cror«»a which was P6,P pf^r cf^ nt of thi» total 
r^ ¥i»na© from basic f>xcl8«* duties. 
Thus, %ihat«vi?p W9S ivcoa-v^ndipd by th« Jh« CoissBlttP** 
repfai^lif! the A^''*, %ms a botch-poteh s^ stj^ m in which ^Mt vna 
to b«» lntP'>fiuc«»<3 In the highly of^fiinf^. •^na**^cturin« si»ctr>r, 
pxlstlnf* system was to continue In eorm spr'clfi#»c5 infiustrlrs, 
aiifi 800-^  npw schfiro wss to bo d©v1sr>(l (not sp'^clfip^l by the 
Hor^dtt®'^ ) In sr.all sealft sector. 
B??8l^ os tho problem involvod In roplaclof! the 
present systen of ctKr.nofilty taxation by a V^ fiSscussed ID 
th«^  forf*f|oln<? i^ areRraphs i t i s elso necessary to consider 
that \ '^ Is a suitable d<»viee In thp countrl«>8 vhere taxation 
Is only an InstruOTr^ nt of r«»8oarc«» mobilisation, vhili^ th»» 
oth«9r obj*»etlv*»s Ilka economic growth in prlvat€» sector, 
r«duelng <Pconoinle and regional dtsparlties, alloeatlon of 
airailable resources in the desired channels wneottraging 
exports and dlseourglng inpopts etc . ar* laet by non-fls«al 
devices. A^T due to i t s general rather than selective nature 
is not capable of meetlnt aiost of these ob,1ectlves while in 
, . u . «., .x p,u., . . . . ^r .-Pon.. . . . . . . « . , . . 
these obiectives. 
Tlia orinciple of vertical equity (vnecual treatment 
of mequals) i s batter satisfied in the present tax systasi 
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than i t i t Gtone und^r TIS. <rH«i pr^ffint corporaeion tax 
satiirfl^a feh# prlnciplft of mbility to pay* Higher profit 
fnakinn eoapanlM hat« to pay ldrR#*r amount of tax. '''hit 
o?^ i?r«*8»lv?» nattirp! of the tax i s fr^lpful in yp«*v#»nting 
davolopupnt of Fonopoly oow^rs, All th*»»p» ofc,ir»etlv*»a ?nay 
not h^ acbi^ ^vfd by a valvm addfjfi tax.wbicb, i s b^sf^ m thft 
vala«» adtlftU in ea«l3 flrra ratherjprovidi* lnfra-stnictur€» 
faci l i t iea or basic o^oda (like road transport, po%mr supply 
and thf fln^s producinij inputs liko fortlllzf^ps or iron and 
8t©ol Qtc)» 4s value ia added in a l l th«*so eo;ic**rnst "^^ 
\»*ould put an und«5sirablf5 burden over thps© concerns* On the 
oshrtr hands, due to low ratf* of V'lK (as It i s in proj-ortlon 
to value add^d in i»ach cone<*rn) oth«»r corporations vhich 
ar<» ^njoyini? hissh profits would hav<» to pay much IPSS amount 
as compared to what thwy ar*» payins; und r^ th« pr©s#»nt corpora-
tiMi tax. 
Th9 pr»s<»nt struotw* of i«port duties s#rv(»s th» 
priii«ipl« of v«rttoal •quity in a b^ttsr way than i t nmy ba 
sarv«d ttnd«r VAT. 8WM luxury foods li1i« stainless st»#l 
carries an iuport duty of 300 p«r cant ad va larf , othar 
luxury goods llks talavislou s«>its, tapa raeordars ate. bava 
a d«nt parcant duty. !?aw materials and intar»adiat« f;o«ids ar# 
taxad at a faSrly s t i f f rat»s to bring in siSMMa asiount of 
rair«att«. Tha VAT syst«R wliiah i s bas«d on a fsv ratas flsiy not 
allow rata diffarantation of sueh a high ordar* 
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Thfli pr<»fl^ nt struetUF<9 of Union mxelatt dtiti«9 also 
follow tli» ppl.ieiiil* of VjArt^ cal «<^ulty, f:owm?iditi«i vhleh 
are coni0um*»d by af flu'^nt s^etlons 'yt society likft alr-condl-
eionprt, rf»fpJ^ <=»rat!ors, coairetlcs and aut^ jmoMlpa «»tc» carry 
hlgb ra6**a vhllif* tbt^  corioditlrs eonsumpd toy ^assot lika 
if-fr* ending '^^iielnf*®, f<53d products« co^ '^im «arl^ 5S<»8 of 
soaps f»tc. arc? taxed at lowf»r rat«i)s. Bntih tyne of rate 
diff<»rr'ntl«ntlon to raak« th*^  PXCISP 8tr'ictur<^ ©ceordlng to 
abil ity to pay i s not losrlbl**, or It in vory diff icult , 
t2ndf»r 'E^AT gy8t«»r« 
Bf»sld«»s rakln«? tb« tax «e»»"actur«» aeeortling to ability 
to»payt ratrj difff>r«»ntiatlon 8ftrv«»8 sow** otiwr Important 
ob5**ctivi»i m Tidian tax atruetur«». Th# njaln ob5<»ctlv«« of 
Import dutl'^s ar«'prot^ctlns5 hoffl«» industrial's fvtm foreign 
GGRep«tJl tloOf channelising laiports aeeording to the priorities 
laid dawn In the pn^raama of eeonMBie dev«lo^ent« redaelng 
prlee differentials betveen Isiport prlees and prlees prevail-
ing In bona am rice t , and eon trolling forelng exehange etc . 
^4(port duties are levied to sop op a part of profit framed 
due to Inflatloo'^ry prlees In international wrkets and to 
divert sono eoiBRioditles frosi export market to Hove »arket« 
All tbes* objeetivM nay be aehleved Iqr vide differences in 
rates. fKF b#lng beted on a different pbllosopby i s not 
suited for this dlserlRilnation. As the present struatnre of 
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ottittHB dtttips Is snrvln^ a l l th(»9f» ob^petlv^t in m better 
tfftjTt ->of • Ijik»awalft li»ld th* view, «*^ h«»r^  ean^ tteftrftf©?** ^ 
b** no fru s^fcim of F<»pl!iclni{ easton duti*»t on laipfjrtt «nd 
11 
pxpr^rts toy a VfT," 
TliouRh ault lal ic i ty of "at-^ s and th-ir varl'^tlons 
havi* r»adp Indian pxcis** 8yst<«a v#ry •nacfe coapiientJsfl and 
th*»rp Is urgent nf^Q of thf*lr patloaallflation but a f*w 
pat«s ppevalllng In ^&? can not fiss^ t the obJ«»cf;l9P'S %fHieh 
aro b©lnr? srrvpd by riialtlpllclty of rat^s la the Union excise 
duties. A host of ob^^ctives likf* consopvation of scarce 
rf>80urc^8t ino^ntivi^s to n<%v and ssiall scale Indus tri«>8, 
d«»v<»lo?3!ent of backvard arras» i k i n g tb© burdpn of eomsodity 
taxf»s !Bor«* nroi?r*»88iv«» so that afflu(>nt s^^etion of society 
pays tax^s accordlni? to i t s ability to pay and #ncoarasinf 
industrials for exports ©tc. ar«» responsible for varying 
rat«>s (and th»9<» ebj«etiv<"S niQr not b* s«rv«NS t^ a '^Xf! havinf 
a f«v rat«s« Jn th« words of r^ rof. T^kadswila *^h« qtt«»stlon 
i s , can w dfastiaally r«due« tli« nuabar of rftt«s to thrf^ a 
or four without haaparing any of tlis basic lagitiiratA 
objaativas of ftxeisa duti«s?** Apart frasi tba abova n#ntionad 
obiaativas rata diffarsntials play ono vary important rola 
5 
U . D.T. lakadwala, Talti« Addad Tax •• m JhstrtMaat of Tax 
BarMBitatioa, T-^fffT** ^ — - i«v l^lhi , m^ 31,1977, 
I t . t**T« Xakdavala, ai*Ail*f J^ m* 1» 1977| 9* 8* 
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(l4it«afi(l tor and gapply of emmoAitilBW aeooFdiai to the 
priorities laid in tb# plonniai* OQ« V9ry »ff'»etiv4» wajr to 
bri^gn demand*supply gap i s to inoreasf^ eiroise ratts on such 
e(»ri!u>ditia8 vbicb arr> in short 8apply Csucb as in e&sp' of 
Pftpol^oa products)* Tfeas rata variations in Xi4ian f»xcise 
systf^ mtp important part of t^sie plannini t«»ebniquf»a and 
tisese ar© entiraly against th« philosophy of A^T» 
FroE th«» i»bo»<* discussion %w* may coaelad#» that VHT, 
arart froa revenue objective» tsay not serve sioit of th#» 
pnrpos^s wbfeh ar#» bsin^ donp by tb#» «»ireSs«* systws, Ih th# 
nords of r»rof* Iakdawala» *'It y&vtld bp aueh better to reform 
tb« systen of ©xcls© duti«»s at lf>ast so long as w^ Imy 
rany of th^i for regulatory pttrpas«» and so loni? as rat^s 
13 
hav^ to ba vary diffwrant." 
Tbas larga ntiabiir of rat«s pravaillng in eastom and 
•xeisa dutias in Xndiat opart froa aaking tha tax stmetura 
prograssive serve so»» otbar osaftil pnrposas* Saab variaty 
of ratas i s not pesslbla mdar TIS« Hi tba vords of Jha 
Comittea, "Siaplielty of I^Cf systa* vauld ba lost i f too 
•any ratas ara introdiiaodt and i t v i U ba axtranialy diffiault 
to adidnistar a Tier i f tbare ara aora than a l iaitad att«bar 
U. pMraala and RoaMaPt *gWWillf TaHllflB te fatoS^ 
SoHter Patal Xsstitota of l««BMii« aad Saeiol ilaaaaralit 
AlNsadabad, 197?« p. 69« 
239 
14 
of rat© cat^ g*3Pl«»8. Introduction of «v<»n «!»v?!a r«t<*t eonpll-
16 
Gates thA adtsifiistratiati of ^H^ etmuiAf^vnbly, Tlia eomplioa-
y 
tion Rrlf?>« fpoffi th« fact that th© tax pa«p i t fopcefi to 
op-intaln separate records In OPSPP to satch inpu^ts and 
parts of out-puts that Eay ba taxed at d4ffQr«»Qt rates. Tbf» 
problem i s soro acute io casf» of irtilti-profiaet f lrrs . It 
should also bo pointed out that ViS Is isoro easily adopted 
in a country %?itb unit?5ry form of Sovemcent than in a f^ d^f^ ra-
tion. Thfi p«»placocpnt of 6alp taxps by a VAT in Ibdia aay 
ercato tb^ probl^a of ft^rml financr'. 
Thf» rain !)Poblf>a involved in the VAT i s ^eth^r tb« 
tax should bf» introduced on national l*»v«»l or at Static l<»v?>l8. 
If th« tax i s introdue<»i at Stat«»s' l#Vif»l th«* •mltipllclty of 
ratfts in diff#»r«nt 8tat#s %rlth Its att<»n(S<»nt «¥ils laay not bp 
avoid#d. In this easf> tax strueturf* would diff<»r from Stat«t 
to 8tat« in r«>8j^ #ct of r!at#8« eov«raf» and to cm. A gr«>at 
nwnb#r of aub->n«tional tax tytt^frf will CCMII^  in th* way of 
iiit#r*Stat«» trad# on account of tax rat# difr«raotials. It 
may distort cost calculations of a particular oomnodity which 
will depend upcm th#ir pXacf^  of production and place of 
purchasing raw.iiat«rials «tc. ThuSf introduction of a Stat»-
l«ir«l Vir nay not solv* it«»t of th* problmss of present sal»s 
14. Iba Coandtt**, Aa.fiii.« I h f ria ^•ttftrt. p. 113, para 7.18. 
16. M±.f P. 116, r^ra 7.?4. 
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tax 9f9tpm and duft to rat#« differentials» "it &o^ thf>r«^ by-
int#rf«»r«» with th^ fr<pa play of cor.pf>tltlvf» foTQPW in tteia 
16 
production of 9Bmp comniodity vlthln th^ natioaml boundary**. 
fhm r*»plac^ mf»nt of tfe« prf»8*»nt 8alf>f t»x systPia Iqr a '^^ f may 
bA advantagi^ ous i f thn latter i s Introduei^ on national 
l^vel. Th«^  natioaal lf»vol YilS system aay solvf tbts probl«»jns 
of rnultlnllclty of raters and oth«r nroblfas a8Soetati»d with 
i t . But a national level T'^ nft«^ 8 constitutional ar«»ndK«*nt 
as under th© pros oat protyisiois only 0tatf>8 arf ?»r powered to 
l«vy the tax. Besldss constitutional azmndrent another 
difficulty would be to df»terDln« criterion or criteria on the 
basis of which rovrnu© froia national VAT i s to be distrilnit^ 
among the States* The Sti^ tf'S are greatly dependent on sales 
tax and whatever forntula i s adopted i t raay not satisfy then 
as depriving the States of levying sal#s tax eotoes in the 
way their financial auttmony* As far the question of revenue 
productivity of VAf i s coneewied^ in the %rords of I*r. Saravanei 
**IlBtrodaatioa of equal yield Tiff worked oat w tha basis of 
receipts froa existing sales tax aay subsequently yield a 
relatively higher revenue that i s to the axtent that evasion 
17 
i s eheiked.** If i t Is so tha probleas of the sales tax 
systea aay be solved within tha fraiie work of present 
16• K» Saravaoa* Tax on Valae Adda for India* Xisues and 
AXeamativest RBIi ^ l l ^ t i a Hareh 1976» p* filS. 
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fltruetup<* r«th#»r than l>y taking a drattle »t»p of r#pl«cinf 
ijp#»««»nt 8y8t<*a by a ViBP — Tfep pv9hl«*f& of isuXtiplieity of 
pat«»« fn»y lw» solvp"^ by eoordinatlon of rat*» struetur® by tow** 
sttltabl** ai^ «»ney and p«v<»na« prwiactlvSty -nay b«i inep*»a«'»d by 
ratioiAliaation of tax structure* and by !BOP« ftff*»etlv#» tax 
adulnistration* 
8tffiBrlng ap the above discussion i t may b« coneludf»d 
th«trund«p th« pr*»8«»nt eoitiitloms lo India rftplacempnt of cor-
poratlcm tax, c^ xclsf^  dut^rs, custor. duties and 8al#s taxi's 
by a vaXuo adUed tax raay not resalt In largA Inereas^ In 
reyi^ nue ppoduetivlty and It may create s€»veral typ*s of 
problems %rtiich would hav«» undeilrable eff*»ct upon the <»conomy. 
^hat la Q#^ d<»a i s that 8p«»oiflQ p?obl<»raa of various taxi«s 
should b#» «»xaffiln«>d and p#»forms should h^ introduced iihi»r#v<pr 
tb*»y l»ad to larg#»r rt^w^nup productivity, and th« r*»for?s#d 
structure s#rv*»s the other objectives of f iscal policy In a 
deslr*»d way. 
Another possibility of Introduolnf a n»Jor change 
in the direct tax structure Is to change the base of taxation 
tr^m IneoiBft to consumption axpenditure. An expenditure tax to 
18 
replace super tax on Incone %ias reconcended by Prof. Kaldor. 
18. 1 . laldor, m^^ **« fief*r«> ttl.fiil** Cbaptar 4. 
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Aeeordifif to hint Mrp*»ndltur#» tax It sup*»Hor to lneoii#-tftx 
du*» to eh#» f'jilowlniR! r'^ astmss 
(a) ^xp^ndltui"^ i s ror*^  str ict ly <l#fJna!3l# than 
Inco'w* as the basie of tfiarat^on, th#»rifopj*, «»xp«»ndltuF** Is 
19 
a bftttP? indpx of taxabX*? eapaclty thmn iictmf*. 
Cb) T'SP'^ nditupe tax i s superior to lico'ie tax on 
©QUlty r^und too. Aceo?din|| to fiSn, tbp pr*»spnt basA of taxa-
tion nar^ly, •ncoT«* as stiatutorlly <2<f»fi*w»d la d«ff»ctiv® 
and biased as a ocasur^ A of taxabl<« capacity and i s caiiabla 
of being <mnlr)ulat''^  by certain class?^s of tax payers." It 
i s not a tru*^  if^ asu?** of •mr^ ans* or spending pow r^ of 
dlff*»re»nt individuals, ^ipthrr, Incoa** osci l lates from tlm*> 
to tlfn# whll# »xp«»ndl tur»» ri»f!ialns, coJ9pairat;lv«»ly» stable, k 
progressive ineois« tax nould «ak« th^ p»c*»pl«nt of such 
inecn^s pay a larfPfr son of tax«»s ov#r a (?lv*in period of tl«»a 
than tha r«a*lp#nt of an aqual av#raf# but stabl«> ineoffi» 
duriof tha sana pariod and tlila violates th# principle of 
borisontal aQiiity* *^xp«ndltar* tax do«s not KIVH riso to 
91 
tueb typ« of problan as axpanditiira raaalnt stabla. 
mmmmmmmmmmmmmmmimmmmmmmmmmmmmmmmmmmmmmmmmmmmmmimmmmmtmmmgtmmmmitmmmmitmmm^ 
19. iUift.t pp. 99-40 
^ * Dttll** p. X* 
81. i , XaXdor, m ^IgtW4itUrg TMt O«ori« ^Hm •»* tturin, 
laodaii, 1O80« p« 3S. 
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(c) According to hl« a personal tair on wrpp^ ndlturw 
i« a wfiBt pots*titt ii^ apoo fof Indueint «*<s9it9S}i«»8 in pi>r«t»nal 
spf'idlnfl: anion?? th*» w#»ll-to-do classes. An aec»l<»r&t«*^  ratf 
of *^ conDn?lc growth r«QUirf»s a fclgh«*r proportion latf^atrsnt 
€»jtpeflfiltur'^ o e3t3l exp<?ndlturr !•?»• a high«»r j^roportion of 
fiavlags iQ th«" Tjatianal tntuxafm Hf^ eourcf^ s fop siicb adaitionc^ 
eavinga ean only eomp fr:»r a rf^duetion in oonsuEption in 
r«»l?tti!)n to eurrf»nt Ineomp. ta his own vordg, **;«3tapy 
etmsamptlon i s in feet i s only port of national eitpj^ nditar?" 
(in India) thrt oould bo comr}T^s8f>& for the snka r?l#»asiag 
ro8ourc»fl for a biffc^r rat^ of capital aeouiRulation and a 
!?rada%t«^  «itpfnditupf taat la undoabt©<5^ /by th« iC^fil instru-
Rent for attainint this ond.»* 
(d) A highly pro«?r»a»1t<» Inetwa tax has a t*»nd«ney 
to rffduc» tha incentive to work and bi"ar rlska «hll<« 
73rp«'nditur# tax do*s not diaeriaiinat«» a«ainat rlik baarlng. 
Whila r#eowi«Rding inpoiltioo of «xp«nditOF« tax in 
plaea of inaoB* tax on higher l«v«l of ineona lU^dor ignored 
varioot typaa of problaaa vliith vara axpaatad to ariia dtw 
t0 olMnging baae of taxation tr^ Ineoaa to axpanditura, 
Firatly^ axpanditura tax would giva riaa to varloua 
adniniatratlva problaat. Iheosa eoaaa fro« a fav aooraaa (in 
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most of thm ea8<?s fran only on« tourc**) wtill* •3n>^nditttr« 
go'»« to a IftfRft i!iiireb#r of cfiannal»« In lodtat i^H<»?<» tfe*»p«» 
l8 a shortrfie of tr«ln#»d a&aff to haidlf <»v#n pr««*»it lncota«» 
tair, i t i s difficult to IrsaFin** bov this faaXty adrlniati^a-
tlv© "lactsinery can tf^ icklo a '"orr coRiplicat'»d «»xppafiiture tajs. 
In the \ord® of Chrlliah, '*/t dors: ntit^  t;T>«»r*»fOFP^  Sf'c^ a opt-ai'tiai© 
to introuac€ an ?»n6lr«ly nm* taxt a» y '^t imtri<»«3 l i any other 
part of the world and with many eomolicatp^ yrobl«»in8 of i t s 
oiR| in an iindi*?*!**^ !^©!)**^ ^ country such as ladla,** 
n«>oonclly, ther© i s problpa of ev«?ragin(!» i»xopnditur#» 
In c»8«=» of eonsun i^r dupabl*»8» T!afp»»ndJtar#* iracusff^ d at a tiiK^^ 
liki» on ear or in constpuotinji a hons** r^tc,, i s utail8<»d for 
a loii? tlm«», Diff«»r««t eonstM»*»r durabl'»« h%v# dlff<»p«»nt 11 f#, 
Henc*", as point««!oout by ""iekr^ y av«>pat;ing voold bi* rmich 
fflior^ erueial for an expmiditur# tax than for iaeoi»«» tax. 
Thirdly, Axp^nditur* tax has to providi* a long 
s«ri«s of «x<Miptions of varlotts kinds such as expenditure 
on carriagesy on nedioal expansssy election exp^mses etc.*-
which have ao counterpart In thelMosM tax laws and which will 
mak9 i t irery diff lealt to adainlster i t effestively. 
t i« K.J, Challiah, rilglX ^litff Uk HMttrttYflttBttf CffMBtrllgl* 
M* mUlaM Ti^rey» f^cpendlttiret capital Oaias and Basis 
fisr IhnNiressive T«i»ftioBi« Tllf fiffliH****^tffr**^ **^  
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Poarthlyy tti<» @xpe.ndlture tax graitt a favoarabla 
treat5}(pQt to a l l savings Iri'^s^nctlve of tb<^  fox^ io vbiob 
th«» savings ar«» h«>Id« Ha advance eoontrif^s a large part of 
eavlnss t^uld flow autoniaiiically into productive* Invrst'r.^nt, 
bat In e country like India, p€?latlv<»ly anaro<2uctlv« invest-
ment clalrs a sabatsmtial ehoro of tot*il ea l^fji^ g. 
An «»pfnd!tur0 tax was introQiice^ in India In 19S7 
but ^38 abolished in 196P on thf f?roun<^  that "In practls«» 5t 
bad larR»ly failed to sf>rv«=> tho nurpos«^  It was int'^ nflf^ to 
sorve« whll© bririeinfj in l l t t l o revenue i t had contributed 
significantly neither to the curtslliBiKJt of conspieous 
consumption nor to thw eheckin;* of evasion of othor dlri^ct 
taxi^s. It was also contended that tb© «iforcf»in«nt of tfe« tax 
had oast an undue burd^i on tbe l>v«nuc Departssent datvaet-
ing froB tha proper adtiinistratitfi of other taxes* In the 
words of Chelliahy **& fact the major cause of the failures 
of tax was the diffi&olty of iMlainisterinc it.** There were 
nany ways of avolAanoe« fSxpeose aeeoiint eoosumptioo was the 
•ost eoaspicttoiis and pervasive devise. Besides this there 
were other protileas sush as traaing expenditure by a donee 
out of l i f t s in favour of tba donor. All these adain1strative 
?0. Budfet i'peeah of tiM Fisanae Minister thien Indeet 
lMe.<9. 
>tlft»t P* 3.78. 
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dlffieulti«t lm& Clii»lXiab to e(Kieladi», **B#»eaus(» of larg* • 
geAl« ftvafllon praetlesd^ i t 1« laposalbl** to sajr froa Ibdian 
^xp^piftnc* w J^#t^ #p an «»xp"ndituri^  tax iioaXd IMS v*ry 8aGe#>9«-
ful in an tmd*»pd^ »v#»lopfld ftcononry in ctipbfTi? cvifS'lcuf^ua 
consorotlon wltbouts aft th^ s&^m tlma advpra<%ly affecting 
thP incr^nt^ vft t^ wnrk and f»As»fi lnct> *^>s«" 
Th« expfjndituri* tax was IntrDduc^d aj^ aSn in 1964 in 
a Kodified iovm* Sana of tbP f»arllep f»x*^ptions llk<* tbo8« 
foP expsndltups oo "^ arrlas^ t^ rec-lcal ?»Xi,«n«»s, poteptalnaent 
aIXt3Aianoe8| c^xprnditur® on c:aintena!3o<r» of parents and 
porohaae of cottag© Industry product8 ffte» %f»r«» ¥ithdra%«), 
Tbf* rat#s w»rp lowered and feasr* was vid#ni»d to fnafe** th© tax 
muTP' «»ff«ctif»». How«v?»r th« tax w->8 r^pealf^ d in 1966 on the 
ground that 'th** yi«»ld from this tax la vmry litUla nsn^ly 
Ps* 60 lakha which hat not \mmn co!B»<*n8arat«« with th#> burdan 
i t puta tm adwinittration and Jncoiv#nl*»ne»8 i t eausta to 
th« aa8«aa«»a.** 
Thaa two harah •xp«rl««nt8 ar«» nor» than itnough to 
indleata that raplaoiog baaa of taxation fron ineoie^ to 
•xpanditura in India i s naithar naoaaaary nor datirabl#. In 
t^tmammm I •iiiilif'attii—i^MM—M««ii 
.4tf* Badgat ipaaah of tlia ^tnawea Mtniytar •*% • • i -
tt* Bii4gat apaaali of tiM Floansa Mtaiatar IhlM titftfl 
lMi .«7 . 
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th^ vordi of Chokshl Cwiiwltt**, **\l» ar» of th* .vi^v th«t in 
eireunstancAf piPwalHng In ?>ur «»fittnfciy at |ip«»s(<wst . , , , , aa 
^xp^rl'ninit In pwstructlnf; th« bat<* for th^ l#*y of t«x from 
Incotai* to consaiRptlon would b<» unvHs*' and fch#» cost to the 
nation would b'^  lDc^leul!»bl«» and an.lastlflabl*.'* 
I,f*, Oula^i and &rvr*sh Bafhel r«co5r«nd#»d a change 
In tbo base of oospany taxation fpoa: laeorr.® to exp«»nditap*i 
in ord«^ p to avoid laff^ w apount of vatt© through lavlih 
ejrpi^ ndlttJre incap?«*J by coKpanies, They ©jtamln«»d various 
alternatives for checking wasteful ©xpenditupe done by 
eoiapani«8 in the fora of persfynal expenditures, or lavishly 
simnding monry on advertisectf^nt etc . and found a l l the alter* 
natives to be ineffective. On this f;rotund they r<»«o»n!ended 
to cbang*» the base of corporation tax frost ineorae to exi»«ndl-
ture. But changing tax base fron nat profit to expenditure 
may create the same adainisterative difficulties as were 
•xperiomeed In tba personal axpenditura tur* 
(a) - Tiif H n tf » PlfgJrttT Tai 
An axtanded varsloa of Kaldor's axpaaditiira tax was 
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s«tc«st«d by Oaotan Kithur. Aeeordlnit to tola there ara threa 
^ * (fiiilKihl ClHmlltiffft» afi*fili»» ^ n « l Haport, Saptanbar 1978, 
90, !••• OHlati and Aaresh Baghehi. A proposal far liafamint 
e«pporatlen Tax, TijflBIMtttt M^ fgUlliHll ^flilif* ABBIMI 
l«ibart lf7», pp. tOe^COi. 
S i . 9^Ja«tivas of Fiaaal Policy in a Davalopint ^^asMf, 
ZiS 
iaportant ob3»etiv«t of taxation policy in a d«iv«lopifig 
eouBtrr vis. ehannaliziiijt invsataeat aoeording to pFioritiKS 
ehdekinj; noii«#«ai»Qtial eonsooptioa and to p^Aoeing aeononie 
aiapartti(»s* l^iaparity tax is th« solatloQ of all tbese 
probleaas* tSad^ r tho propost^ d^ tax the people voold be raqiiired 
to satelt tb© return of tbftlp $.miQ?m ax w*>ll as iavestat^nt 
made bf thea. Tha remainiog amoont is expenditare* H<i suggest-
ed four 8ohedul«^s of tax» 
(i) Rat© of discoimt applicabl© to approved inctsawi 
— incoffl© earned }sf high priority activities iwuld carry a 
bigb rate of discount* Thus be suggested sebedula tax rates 
ia vbieh different rates of tax are applied for different 
occupations. 
<ii} Schedule B vould include ralative weights to 
approved iavestaeat. low rates of tax vould apply for 
priority invastnaat* 
(iii) Tba third sebedale votild eontain pt*ogressive 
rates of taxation upaa eoBsoaptioii axpaoditure* Yh« narginal 
rata of tax eaa go beyond 100 pmw aeat for cheeking non-
essential aonswuptian* 
(iv) This sahainla aatagorios iadustrias into different 
groi^^s having diffarant dofvaa af aanoaaly* 
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TIMI nam parpos* of diapavity tax vat to ehaok 
alfeonaoiiptlent Kliiisvcratinant and bring about optlaon alloea* 
tloB of r«totire#i In a dftvaloplng •conoigr* Tti«» eblaf sierit 
of tb4i propoaoA tax la that i t ai^ rv^s th« non«>revAnai) 
ob|«etivA8 of taxation poXiey in a nor«» nff^etiva V»T, Tba 
aap^ct wh«thf»r th« propoaad tax sraty bring largpp an^arit of 
rev^noa to Qovfirofli^ nt as eo!apar«d to th«» prffis^ nt syst#Kf haa 
been totally ignored by Prof. !%tba7* Furthert fe® ignored 
the praetieal difflctiXties inherent in the adniniatration of 
a disparity tax systt®* The main basis of disparity tax voald 
be the income declaration of individual and variable tax 
rates v i U have to be imposed on various ineoMo groups* 
Rebates and exes^tions ifiXl have tft be introduec»d to different 
types of investnents* Penalties in the form of very high tax 
rate v i l l have to be ivposed for investaient i i non^priority 
sectors. To fwn^j thm diversion between the optiantoi alleea* 
tion and aetoal allaeatioo diserialfiatiMi in tax rates v i l l 
have to be applied. 
It i s not elear in tfbat sense soeb a f iseal adninis-
tatioB v i l l be soperior t» direet physieal eoatrol aetbod. 
llaa.fissal devises to eaaanrafe desired types 9§ iavestnent 
at . C.K, Onto, Disparity Tax in a mxed i^saaayy i t t U i i 
SiMailAjLuiCBilt • o l . tSt >o*l« Jalyteptsaber 1»78, 
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•aA to dis-^oitrag* non-pvloritr invoitnitiit ar« tmr^ •ff«e%iv« 
•nd Q«ti«r to b« adninltt^rtd* Farthert thm ooispIieatloB of 
tli9 tut flsrstoa will iiier#as« tbo possibiXitioa of Arliitrary 
d«ci8lont in praotiie and great(»r will b« tho obanoo of 
efaslon* Wbeii tax evasion la eo ooiaiBon not only in India but 
m all ondftr»d«f9lop«d oountrl thm seop*^ for ovation v i U 
iner^ase imeb farther vith tho growing eoiqplexity of the 
ayatea. ittxft to all thea« praotioal probleina inh«»r«nt in the 
disparity tax Oaha reaai^edi f heoreticallyt it is very 
ingenious and sound theory like ?igoa»8 theory of least 
aggregate saerifioe of taxation. Mt just lik«» "^igou's theory 
its praetieal application is be set with difficulties vhieh 
ve cannot expect to evereosie* 
Froa the above diseus8i(»a we aay conclude that 
innovations in Indian tax systea, like introdueing a TAP or 
disparity tax to replaee all the direct and iadireot taxes* 
or el»nging base of present iaeoae taxes froa ineoae to 
expenditure, are not neeessary* All these changes are expect-
ed ta create adadnistrative >rebleMS of the aa^itiiAe which 
are beyond the capacity of the present adainistrative 
aaehiaery to cope with. Farthert there is no gaarantee that 
these inaevatiens would result in aaab larger reveaoe than 
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tlw •zittiat 9f»tmk if bringlag. 'Sbprmtorm^ ttum m i a lin« 
for rationalislQf IndlaB tax fltrttetur« it titat tb« varleas 
taxpf should b« •xaiBlnad and r^foraa ahoold ba iatroduoad 
vli«rw*P tb*y brioj? largar pi»ir«aua« to GNivermt^nt and 
SRPve tha mm«rav«iiaa objAotivas of flseaX pollojr In a 
Bora effeotiva %my» Indian tax fftrtiottira sboold ba reforof^d 
on tba following lines* 
From tba point of viav of laFger rcsoixrea arabili* 
sation aa veil as for bringing borisontal equity betvaen 
agrieoltural and aon«agricaltural aactorat it is neeeasary 
that agrieoltural aaotor should genarata more resoureas 
tban ara baing a»biliaad undar tha prasant syttam* Largar 
r**9we999 fra« agriculture aay b« aobilisad through diraet 
taias lika ffcland raaaBoa and agriaultural ineona tax ata* 
and by iadiraat taxaa lika talaa tav and axeiaa dutiat 
aaialy oA agriaultural iB9«ta« tha aaia prablan of tha 
Stataa ia aaMliaing largar w99Wf9 fra« agrlcultura is 
palitiaal aoai aoat af tha Stata Aaaasitoliaa ara daainatad 
by riah farmara «ha da iiat allow a«y lagialation, whiah 
taiaa thaa haaailyf ta ba apiprafad by tia iMisa* Apart fraa 
t^s politiaal prablaa wa should axaaina tha aaanoaia faasi-
bility of aabiUaiag largar rm9VKMm tvm tiriaaltttral 
aaattr. Firatly va amsittad tha paMtbOilr tf largar 
r—w9r9»9 naUliaatiaB by diraat tasaa. 
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As far tH« qtmitloii of dir#et taamtion froa ftirlenl-
tupii is eoiie«!pn«9d %fm issa« JNUI f»xaBiin#d thorouis^ tely Iqr an 
<!>zp«rt Coimittfie appointed Iqr ttia C<*ntpal Ooviiraniffat* Tli« 
34 
o^i3M,tteMi <>xaiiin«id different alternatives for noMlising 
larg(>r resoureos through dimet taxation from airietaltor^. 
On^ aXt<»matiirf» vas integrated taxation of agriotti* 
35 
toral and non-agrienltural vnalth. Tb#r« is no Cimstitational 
impddimant to tht Xevr of staeh tax by the Centre* Bat due to 
a large noeiber of exeaqiatieBS ai^ dedoetions aHovad in the 
vealtli tax on non-agriooltaral %iealth9 i t vas not eonsidered 
an isportant sonree for raising aore r^sourees* If the exeaiK 
tion l ia i t i s lovered snffieiently to bring within i t s ptir-
view a fairly high proportimi of those engaged in agrietatoret 
a ntnber of oth#r problens v i l l have to be faeed ••• nere 
partiealarly* in identifying the potential assess and the 
taxable assets« valn^ing the assests ete* I>ne to all these 
probleM the BaJ Coanittee eoaeladedy "These eonsideratioa 
•Idle i t diffiettlt to use the wealth tax as the prineipal 
iastrwaeat of resonree aobllisatieB froa the agriealtoral 
S4« 0«vefttaent of^Xidiat maistvy of 1^ iAaa«e» | p a 
MCMIKUKM 
^fied 
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popttlatioo.** 
91M CwRltt^tt «x«iln#d tiM poifllBdUtr of liit«tral 
taxation of agrieultural aoA noa»agriettltt»al insoaa* Tlia 
Ceanittfte poifit»d oat 8o fflany probliiaa in soeli tjrpe of taxa* 
tioa* Ota^rally tiia State* are oppeaad to tranffer tba povora 
of taxing agrietiXtur# to thm C«Qtra partly for faar that tliajr 
najr not g«t the full l>m#flt of tfi« additional rmmm aoeur* 
ing from tho intagratod tax on agrioQltaral and iioB»agrioiil-> 
toral Ineoiaai* M ttia %nit6M of tho Conaittft9| •n^lnetanea of 
tbe 8tat<»8 to aoeept any ooi»titttiionel asf^ ndsant for trani* 
furring to th#» C«ntff« th« pow«r to tax agpiealtural ineotsu 
97 is a hard politieal faet that haa to bm rookoned vitb.** 
Apart from this poHtioal hnrdla propar asaaaamant 
of agriemtoral ineoaa raquiraa a dagraa of kavwladga of 
loaal eonditiona that la availahla only to th« stata adoiinia* 
tratioB* Finallyy tha «e«piitatioB of aatoal Ineooa froa fam-
ing with aagr dagra« of praaiaioa praaant fonddabla diffianl-
tiaa. ¥ha Mjarity of faroara da not Maintain datail aaaoanta 
atan i f thay kaap« tbara ara tm aaay aaana af varifying thair 
99rw—^m9M. Thof any tax an agriaiatura baaad on 'aetual 
inaaaa* itwtM faaa aa aaay praatiaal prattaM. 
8C. m i * * p. IS. 
«i» H U M P. la. 
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Th« ajrftfto of progrAitiva lareharg* on land r«v«iiB« 
vat «lfo r#vi«iM»d lagr th* Coaadtt*** ^tiis •yat«n h«f tiM aarlt 
of ftppufont oli^llelty ^ It vsa found uaaotiafaeliify for 
aavaral raaoaa* Sureharga la a vary aiaall p«ro«ataga of load 
ravanna, vhila for Introdiieing prograaaioa in tba tyatan a 
vary blgb rat#» of soreharge ia aeedad* Forthary tbere i s no 
uniforiBity in tha prineiplai tfid proeadur#a foUoved in land 
r«v«»naa aaaasan^nts in different Statea and in different ar«aa 
^thin th«» aaiaa Stat«»» ThaSf thm iiKiating land r^ vmsuaf tliara* 
for?», doaa not off«r a s^^tiafaetory ba»ia for a 8ytt#»!8 of 
progr*iS8iv*» sarcharg**. Arguing in thia vay tha Co!Mitt«« coo-
oXuad that th«»a'» foww of afrlonltaral taxation do not fit in 
Indian conditions* 
ror stabilising additional r«aoareaa froa agrleultara, 
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tba Coanlttaa raeeaaandad aa Acriaaltaral Holding ^ax. Tba 
tax aaa a aadifad aaraiaa of tax m land vitb an alanaat of 
pragraaaloa la i t on a alab baaia* Tba Ca«Bittaa laid oat« in 
datalla* a pr999&w far aalaalattag *valiia af oat pat par 
baatara* af diffaraat arapa In diffarant dlatriats/traata* 
M* M i * * pp. l»>ffl* 
9t« i U » » ibaptar a. 
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8on« diatrietfl/traoti having apprexlBMitoljr l}ow>g«nROBa aoil 
and ellBatla eondltiona ahould b« fomd oat )qr tlia Stat* 
Kev»nin«»nta« On th# baaia ^t th« #atinat<ia of fi^lA for tha 
prAvioita 10 srwAra nopna of oatpot of dlffamnt eropa pmr 
hftetar# ahoold be worked out. The valti« of land ao ealeulatad 
vaa t^ inaAd aa *r«batabX« valoa* of tho hoXdinf and i t vaa thd 
t)aa«« of the propoaad tax* From thit tmlwn tit output aouna 
dadoetioiia Iik« tha paid oat coata of ooltivation, dapreeia-
tion of assfita ete* ver® allovad* f ha Co!mitt«e saggestad a 
very aiapla tax atraotare as the tax vaa intAQdea to be 
inplemested in a onifora nnnner throaghout the eouatrjr* The 
follovins! fontoXa vaa aaggf^sted for ealeulating the rate of 
tax* 
**If the aooant of rataable value of a holding alAoa 
the develapaeat allowaaae ia X thooaand rape^ a^, tha Jlgrieal* 
tural Balding Tax ahould aonatitute f per eent of thia aaount* 
Far iMtaaae i f tka ralaaUa fUtta af a kaXdiAf la Ra.?8«00 
%ha davalapaaat aUowaaae %a be dadaated will be fO per aent 
•w Ba* iOO* tiMMi tiM aaiwi» af r«%aaUa valaa aliitia tha 
davalapaaat allawnae mill ba Ha* tfOOO* tha AHT ahould 
aaaatttaia f •%% 99 %wmi • « • ! af t int aaaaat • and benae 
aaiilA aaaant Ra* fO» fba Ca«idt%aa fartbar prapaaad that aa 
tba taaidaaaa af iMt daawmaa M f f t t a l y aa MMII baldiagat 
tba fafMla abaiU ba a w l i M I t yfctartla laXaat abaaa ii.iM* 
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For lioldlnit of r«t»al»If> fain* bwlov ft* 600 4117 noj b« flirod 
m% a nmt rato of Ha« l p^v lioUinga, /i«oor41iiK to tti« 
Coaaitteot 'Operational holding* and fani l f eonaiating 
litsibandy vifft and aiaor ehildr«n should !)• tr#at«d aa Imaia 
of a8a<^8!!!ent« fh'> Ccnmnittae reeosmenderd tiia inpleaientation 
of Am in tvo phaiea* Zn tbt f i r s t pttasa tba praaant land 
reveauf* sboiild \m replaoad hgr t^SS on a l l operational lioldinga 
Witt! rat«able laltw of §• 5000 or aora* la tba aaeond pbaaa 
tba ays tan aajr ba axt«nd«>d to oparatlonal holdings of rata* 
able valtia b<»lo%r %, SOOO aeeordini; to eonveniene# of ^Mb 
8tat« Oovamnf^it. Tha CoseBitta<» iixp«»ot»d that i f tha tax 
replae^^s land rav»ntia and ralatad sorehargaa and e(»8a9Sy tha 
nat additional ravanaa that n^y ba eoUaetad froie thia tax 
vaa axpaatad to ba around na« ?00 ereraa par anntm* 
tha Caasdttaa alao raao—andad that tha AM ahoold 
ba aiippla«aatad with a tax on agneultiiftal propavty and a 
taai aft aapital §fdm ariaiag aai sf troMoatioiiB in saab 
prapartr* Yba rssaiwsndattaa af iUff br tha i a | CoMittaa 
did aat find favaur of tba Statas partly d«a to «aaiaiatra-
tiira aaaplaxitiaa tba t « i wm axpaatad ta giva riaa and 
parUr diia ta Uw taftawia p»ba«tlalitr* ^^ idaa af *rataabla 
valaa far aorp graapa iabataBta aa aaar aiaUiiatratiaa prablaaa. 
4aaavdiag ta ir*T. Niibav^ * f iara aya two prabUw iaaalaad ia 
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thlf proe«dtir«i th« first preU«a i t pot<iA tqr Iwldiiig* v)k»r» 
one erop U follov«d br anotlMr erop itlthln tti« amsm jreai* or 
la thff sulTfectttAnt foart ID a •t«iidftr«i rotation of eropa* 
The oeeond probl«a i t pos«d I7 holdiogo vhore aore than oa« 
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erop i t oaIti¥at«d sinultaoffoualy*** Dn both these eoaditioiia 
i t i« diffieolt to ealeaXAt«t tM rateable value of tolling. 
The Punjab Ckivemiatmt r<?J9>et^  a kt^ y reeomieQdation of the 
EaJ CoonittA^ on l^vy of agrieolturaX holding tax 00 opera* 
tional holding when i t inereased the rates of land revenue 
and intrc^ueed the ceae on cosBw r^cial crops in July 1974, 
While disregarding the reeoamendations of the naj C^smittee, 
the OovemMint took the plea that soeoessful levying of an 
agrieultural holdings tax pre^suppoaed the availability of 
aeettrata figures regarding yields of every type of land and 
the east of eultivatien for every type of erop« Aaearate 
figures in this res peat vere not likely to be available and, 
i f availablOf their revision fron year to year imuld prove 
to be aiMbersosM aaA ti«a*«wisaKiag proaess* Due to al l these 
faators agriaaltoral balding tax vaa not a^sidared a feasi* 
ble neasttre fron the adniniatrative point of viev. Hireovert 
tbif wonld be replaaing tba present land ravenna systen whiah 
25S 
VM wtXl ttudftrstood Iqr a l l anA tiad atoed th* tutt of %!««• 
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tiM 1l«viiiu« ^^Itter of PODjaby la hlii apA^li Bsad« in %fm 
At««mbly eoBtinti«4 to aay that vMla tha QevayiMiaat had 
vlrtoally aec««9ted a l l tha obj«etivaa of tha ilaj Cosnlttaa 
report I Its nathodologsr vat not aeeaptabla* tha State had a 
v<»ll*e8tabllibad isratea of ref^noe raeorda and i t vaa* tbar#« 
fora eoaaldared best to ate tha axiating nathed and orgaoiaa^ 
tlon to raise tha odditional resoarees froa tba agrloultoral 
sector as wall os to Introdoee progreseloo In the levies in 
that teetor, the Bai^ aQa Qovernoieot introdtieed an AHF in 1973 
bat the tax was estteh different from vhat tha KaJ Co«iBitt«»e 
had suggested, Tha tax was not based on a 'rateable value* 
of land as suggested Iqr the la j Condttee« i t was based en 
the cilassifieatiMi of land on the basis of so i l and irriga-
titm fae l l i t l«8 , *Xehri* i . e . irrigated land was plae<M! 
generallr under alass I while banjart kallart thur and s ^ 
wbieh are eonsiderad to ba af inferior guality were plaee 
under alasa • • Tba rates of tax were different depending upon 
tba alass of lead* Thaa trpa of land, rather than ineooa froa 
ity was tba baaa of tba tax* Blaaabal Pradaah also iaposad an 
MSB la ]974« but tba tax wiaa aaeb diffaraat froa tha tax 
I r tba ta l CoMiittaa* 
41. Hiitat tpa^b ar HavaMO maUtart f l i r t H J i t l fw I H 
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Apart froa tti« «dnliiittr«tiv« problsoi th« propef«4 
AHF vftf not tiaving large rev^nae pot«iitlalit|r* the Cen4tt«« 
r««(MHt<»nd#6 to rnplaee land r#v«na« and surehargs th«r«on hj 
an AHf• Tti# 4»xp«etffd r4%venttf> from tills n<*v tax wat around 
^» IBO-POO cror«s. During thm y#ar 1970-71 land rnvenoa 
brounht a rf^ venan of -i». 119 o?or«a vblla t))ia aaount Ineri^as^ 
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to ^.i. IBS cror#»s during th** y^ar 1976-77, Thlt ia#ana that tha 
revAnoK «xp*»«jt«d by th^ laj Coiwnltt*»«» from tha AHT »ay b» 
available by intro3ucln» nomm vf^fo-'m*- in tbe^  i«p#t«nt f3«rt«« 
without dliturblni! th#» whole of the ssrat^ m of land taxation. 
Anreth Bigebi suggested a nodifled scheme of ASS to 
nska i t adKinlstratively simpler while retaining i t s essential 
eharaeter* Be did not favour rationalising the present land 
reveaae systesi. In bis own words« **Tbere i s no way of rational-
ising the existing land revenoa systaa without going through 
the exeroises whieh would be required for a aodifed AHf of 
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tile kind suggested here." The aain diffieulty with the rational. 
isatlen of present land refeaua i s that the bases of assesaaent 
49. ItBZt BfMrl.ttB CrttrrflffigY iBtf HMBttt 1977.7tv?ol.II,pa03. 
44. Avesh Baghehi, Aajiaiiltiiyi|l 1>|<|| |>M T^ ff A aodified 
d6. iftSA.t p. 1<40. 
280 
diff«rf vidftly. In son« mvmmu i t i i n^t •••«tt or «»eono>le 
7«int* IB lonft It It tb0 not produce or annual valu«' vhll» 
in toM thft hamlM l i *eapital valua*, or frosa produo#* and 
in otbffrs *ftiip«irieal*« Aoeordini; to hin anjr aehamo of rational-
satlon of thm pxiwtiag land r«v^nu« haa to proc«<"d on th» 
baala of triads In ppo<?uctlvlt3r and priest In r*c*»nt j^ars 
and slnc«» allowance ha« to bo mado for diffor**^^! In product-
ivity as b«twof«i arenas9 claasificatlon of different ar<»af in-
to broadly boaK>i;en«iou8 areas and sotno elassiflcatlon witbin 
eacb area vitb an indication of averagt^ lolv^l of productivity 
for diff«rr*nt category of land i s unavoidable. Otgebi cr i t i -
cisad tbe 4Hf adopted by Haryana in vbieb 'various types of 
land depending upon type of soi l and irrigation fac i l i ty 
rather than productivity of land determines tbe rate of tax-
ation, lb bis vords, **unless related directly to productivity 
in value tariff i t cannot secure tbe aims of unifornity or 
objectivity and tbus equity, tbe laek of trbieb i s considered 
46 
to ba tbe laain defieieniy of tbe axis ting land revenue.** Tbus 
establisbing tbe inportanoe of tba eooaept of rateable value 
of land (RVL), in bis nodified sebese of MM^ be tried to do 
tMmf tbe adainistrative eonplexities of tb* raaoHi«ndations 
of tba ItaJ ConHttaa. 
d8« lllA*f »• IMl. 
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Bftitehi lufffAstAd th« followlnt nodlfleAtloni In the 
orlicliial tohAiBA p«eom«i!ided bjr the Raj C9is^tt«K»t 
(a) Xnttettd of assAtsinf th# ratftabl* valu# of land 
annoally i t should be dono after a eftrtain interval, lay five 
yeara* Coofleqaently th^ aaaeifMnti 0Qe«» madQ stiotild hm kept 
fixed for the «ame period. 
(b) The rateable value of land in a t^ itj^ en area ahould 
be deterained on the baait of gross valti«» of otttpnt of only 
one or two cropa — the eropa coramonly grown in that area* 
Horma ahould be flxM on the baals of averagea of out put for 
five yeara instead of 10 years aa suggested by the HaJ 
Coonittee while prii^ees may be taken at the average of three 
or four yaara* 
(e) A further aeaaure of aiaplifieation 8UgR<*ated 
waa to aoaeaa the tax on the basis of ewnerahip holdinga 
inatead of lavyiag i t aa tha ayaratioaal liolding baaia. 
(d) Btgelii aufgaatad a rata stroatora entirely 
different froa tiM aaa suggastad by tiM ItaJ CooMittaa. Ba 
adviaed to kaap the dagraa af prograaaiaa aasa what a l ld . 
Ta afford relief to aaall toldara he aaggaatad an exaaption 
of heldinga upta the t i sa af f.ft aarea (S aaraa i f the land 
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If unirHgatAd) and progr«*»flv>» rat* aeh^dul^ waa to apply 
on holdings wh«»r® aferagu rataabl^ valu« «jrc*«da Wa. 6?M)0. 
FOP holdlnsfs wh«ii'« ar»a ia iaor# than P,B aor*a but iW? It 
lata than Ba, 6000 th« tax may b^ chargnd at a f lat rat« of 
Ks.7 p«p aera of anlrrigated land and Ks, 10 for lrrlgat»d 
land. On th^ holdings with n,7. i»3rc««ulng l^ a, 6000 th« tax 
vat to b« l« i^<»d at proi^ rAsslvi* rat«»8 and the rata vaa to 
inor«a8« from 9«5 par ct^ nt on thf> f irs t Ha. 5000 of iSlV to 
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10 par eent If ARV #x«>ads Us. 16,000. Tha ratas sagfastad by 
him «rpre ouch lov^r than tha rataa pravalling in oaaa of oon-
agrieoltural incos^. This'as dsa to tha fact that tha Ida* 
of gross valuA rathar than nnt valua %r«s adopted as daduction 
of eosts laay eraat«» Insarraountabla adninistratlva problnas. 
On tha basis of a¥<»rag* of output of principal eropa for 
1971-74 and pple«8 pra»ailln«? during 1970-71 to 1974-76 
Bagehl astinatad an additional r<»v»nua of around Bi«.100 eror<<»s 
$mr amuni ( li. 4Ml ororas as against 8s. 161 eror«»s collaetad 
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froM land ravaaua during tha jaar 1977-78 B.''^'.). 
Tha Bodlfiad aahaaa of ABT suggaatad by Bagehi say 
ba fttPtbar oMdiflad in ordar to brliii largar raaoureaa to 
gofawitBt and to ••nfvni tlw 9riBciil# of •toinistratlva 
47. OLU* P* 1«8«* 
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f^atlbllltr. Bufchl 9Ufff#9t«^ n^r-mptlnjr hoiain«» upto th« fls# 
of 8.6 acres fr^ on AHf. Aee^rdlnR to National »awpl* Sttrv^y, 
17th lound th« totsl tr^a cov^ r***' by th# holdlners b*low ?>,« 
acr«»8 Is atroimd PIC lakh «cr*»« vMch Is fi,7 p»p c«nt of th« 
t^tal cultivatpfi ar«*a. Instead of <*3r«raptin^  snail holdings If 
a low ratft of tax/Sajr .is. S p«*r ecrp Is flje*-: th# fOTPmwwnt 
may |{*»t about Tls, l l crop^s as rpvfsnue fro® th#» tax* O^D*»rally 
no exemption limit Is QIIOV©^ under th€» prP8«»nt land revenue 
fldb&and fven the poor farisers ar*» us«»d to con6pibut«» some amount 
to govf»rnrarnt «»xchpquf»p» Thought, th«» step (of not pxeiuptlng 
8!5all holdinijs) may b*» afainst th#» prlnclol^ of vertical <»qulty 
It may brln?? som« p#s.vf»nu«» to Ko*ffpn>B«»nt, 
Furth*»p, Hml ro8wnltt^ «»» r#comn5*»ndln!r ealoulatlnf 
pat«»abl« valu# of holdlni^s annually* Bafehi sa^f^st^d to ass$»88 
i t aft#r an Interval of 5 y^ars* But If assMsn^nt of rat«abl# 
iralua niwB rls« to so««» admlnistpatlv* problems no tiffi« limit 
•hottl4 hm flxad for r«ass#ssiR4Mit of rat<»a1il» ¥altt»t th« 9<»riod 
of assusssMit should b« lii^»d vltb tha priee iBd»x of agrleul-
tiural eoMRldltii»s« Vbanavar th«r» i s son* p«re*B%aga iner»«aa 
say 80 par eant or 100 p«r eiint, r^assAssnant of pafjftbla valu* 
of holdiafs should b« eonduet«d by tN» Oevaranaat. 
Tlius, for rationalisation of diraat airlaoltttral 
taxas vliat i s naadad i s to ehang« tha b«9« of prataat land 
r#v«naa* Instead of noltipla bas^s lika ajit prodaeat aaaual 
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valtt^t n*t ftftiitf capital valu<» or frost pr9daai» ftte. a 
uniform bat« should b« adopt'^. Raj CoRwltt**** tora^d 
thlf ewBUJon b««« at •r#tabl# valua of holdlngt*. *h# 
©••t'Tod of ealoulatloD of this *r*^ a^bl«» vala#' saffji|«»st«<i 
by th« Cotraltti»e %fa8 v?»ry complicated. Th#» m«»thod «at 
siflapllfifKi Iqr Bafcbi «ho aug«?r«t<*tt to calcolat** •^ ••tabl** 
vala#« on thi» baslt of av^rasff productivity of land In 
on« OP two cropt ppoduc«*d during th^ lat t 4-5 ypsrt. 
Ownership boldinirt* rather than *op*»ratlonal holdings» 
flhould b*» thp baslt of calculation of rateable valua. 
Gross valu*» of output path*»r than n^t valup should be the 
\mai§ o^ eftlcul*lon at i t n»ay avoid th** proble« of caloulat-
Iftf tag eotttt. .^at« structur** aug««st«d by Ba$;«hl i t 
tatitfactory i f no »x«!Bptlon i s provided to small fanuert. 
The ravenuA ettimatet madt by Baxchl are based on the 
distribution of land holdings In 1971-7?. Due to implesent-
atlan of calling profrawte eonaeatration of land holdings 
It «i9«etad to deoraaaa «Bd ravanua ettiatatat bated on 
1971»78 dittributioa thoiild ha?• an apward ravltlon. 
Fturtliart Bagchl nada thaaa aalattlatioaa on %lia batit of 
agriattltural prleat in tha jraart 1971^78« fha laareate in 
lirleat in tha latar yaaro vliotild raaalt in largar ravenuet. 
Taking al l tha faetort lalo aaoomt tha prapatad tai nay 
y ia l i a r«v«iatta aroaai ft«« #90 areraa ioatatti of lit. 158.S 
erapat nobilitad fraa lanA rmmkm doriag tHa ya«p 1977-78 
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"^n oPd«r to brlnii; nraf profr«»8fflv»n*«t la th# systwa 
%\m oAlii land tax ( i t m^ De t#rm^ as Aiif or land r«v«mi«) 
• hould hf^ a«8l9t9d 137 oth(»f tax#t mainly li9vl#d on affluent 
f«n»«r«, Ijuid d«v»lopm*»at tax in Uttap ."^ rad^ ah, and surcbarsr** 
on commef^ial crops in Pun5at «tc. serve this objectlv*. In 
'onjab p««fentt«» froai 8affcharg»^  on caab oroi^ a i s lari'^r aa 
compared to tbat from land rav«'nae. The Chokshi CotBiRitt<»@t 
raiantly x^atsiniKS tb<% question of levying an agrieoltural 
incona tax and pecoaimendeD the following goldellnea in 
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connection with the agricultural income tax, 
(a) The Central Oo»*»rnr(i»nt should advise the States 
to introduce ai;ricultuj*al Inco*?!© tax i f i t la not being levied 
ther*. 
(b) Th#» pattern of legislation mar as far as possible 
be unlfora in al l the States and on al l categories of agricul-
tural ineone, whether from plantation, cash crops or food-
craps. 
(o) as far as possible* tb« principla of progression 
with a gradad rata structur«t should b« adoptad, broadly eon-
foraing the various aspects of tha Central loaoaa Tax Law. 
(d) Tha State law should provide for taking tha non-
agricultural Incona of a tax payer into aacoimt for detaraln> 
Ing tha rate of tax applicable to bis agriaoltiiral iaeoaa. 
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INiiif th<> 9r<%t«>nt land r(»v<*na# ratlon«Iit#di on th#«p Iin#t, 
•filat4»d hy 9th«r dlr^et tiures from effrieiiltttr<»Y »my Iner^M* 
th« r«»v*nu'» productivity of direct taxation from axrieulturp, 
l^dirAct Tay«*» From Agricultural S^ctora 
As far th<* qafstioQ of tap^np additl'^oal r*=»8'»urc«s 
fro<^  aKrlcultural a^ e^tor through indirect taxation la con-
cprn«rd, Tlhlon excisia duties do not pre^ s^ nt much teop* for 
additional taxation, Tast of tb** agricultural lni.uta, general-
ly usfHi by affluent farn^ra llk«» tractor, fert i l izers , power 
driven pwapa, cht^mioals U8@d in Insecticidi^s <»tc» b<»ar exciae 
duti(»8 and «»nhanc«»"i*»nt of rat«»« in th^s« inputs i!ay aciv©ra«»ly 
aff<»ct th#ir consumption in agriettltur^, A la?^« nixRlM^ r of 
it^ sffl lik« cloth, sugar, t«»a, tobacco, G«is«nt, st^^l Ate. 
eonscsRfid by th4» farn eonnanity ar« tax«d by tb9 TAiion (*xci84» 
duties. InspSt« of th#ap tax^s biird«n of indir(»et taxns on 
aitrlcultural sector i s lov«r as eo«par»d to that of non-
agricttltiiral a*etor, Th» naln factor rvspeiuilbl* for It i s 
that food lt«»ffif conatituta th#^  major itMn in tb« pattern of 
eonsttsiptlon in casA of agricultural s«ctor aaA aest of tb«sp 
it«ms lik« c«»r«al8, lailk, fruits and vegatablat ate. ara 
•xa«ptAd from #xci8«» levi«a. Levying axcise datiaa on th«8« 
it«as i s not feasible aa production units arat ganarally, 
vary •oaXl and thas# ara aaattarad ovar a vary l«rga araa. 
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Vhilft «»xcls«> duties fa i l to sobl l i i« r^soureea from 
Agrioultural pyodaeta th# 8©flif> ob.1ectlv#» roay b# t*!^^*! by 
«al4>s taxAfl. 8im*^ Stat#9 lltc^ Aasam, Oujrat, Jatmru and 
Kaahmip and ""tabapashtra «ir*»ispt c<»r«ala and pulai^ a from aal#a 
taxation. Though vitbdravl of #x«rption from th#a#> it^ma laay 
hrlns lapfl?*^  a'aount of Tf^v^nxtm to th«» St^ t*»» F*t ttip lncld»ne<^ 
of th(» tax would, g#»n*»rally, fa l l on non-atrleultural t«ctop. 
Por tapping laPR«* P?»SOUPC<*8 frow ai?rlciiltural 8»»ctor tbrough 
indirect tax<^ s« pupchas«» tax on co!8w«»rclal crops and aal^ sa 
tax on agrlcultural inputs may play ic^portant pol«, Cotton, 
8URaroan<^ , 5ut«», oil8*««>d8, coconuts fitc. ap*» ini-ortant it«»w8 
from which purchas** tax may hp> collected from farftiera in th«» 
Btat<»a vher» production of thnsf it^ms i s air,nifleant and tax 
la not l«vi94, Sosie states Ilka Aaaaa, Oujrat, Jaimnu and 
KaahBiir, Kadhya ?rad9ah, ^raahtra and Punjab etc. ftx(»sspt 
th«» aal«a of f«rtilis«ra fr(^ aalaa tax. Withdravl of th«>ae 
ex«aptioaa nay Bobilia# largar rasouroas fron agricultural 
aaetor* 
t * Qtbar Viiiiaa of Iteklllaiaa Lagaar Raaaara^a l>ir tha StatMi 
Salaa taxas, vtiiali Wirm tlia largaat rafaniia upadttelng 
Itaaf for %|ia S%a%a fiaanaat« ewatpibutiag ab»at 60 pap c«9nt 
in tba Stataa «|;tax rataaiia, a t i l l b«fa tova MOM fop addi-
UMal pate«p«aa •»Mli«atloa by rwtlMMllfiat rata atpuetapa 
travailing la diffaraat !%•«••• Ttoogli alwoliita vniforBiity of 
268 
talAi tax Fat#8 mi^ht not b<i f#a«lbl« but a broad wMUittr* of 
uniformity should b# trii»d to b» aehi*»«»*• 
Tb« Jh« CoBinitti»«9 which <*x«}ain^ d thft ttruotur* of 
t«l(^9 ta3e«*e in diffAr#nt Stat#8. <»vpr«»s8Ad thA n e^d for oni* 
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forrolty in ratP structurw of sal*! tax in different Stat^a. 
In th« vorda of tim Comi8ltt««, " Th<»p« rnvm aoma (produota) 
on iatiteh rata differentials encourage uneeonosie diversion of 
trade in a manner vbloh also results in a loss of revenue to 
State vitb a higher rate of taxation! "Expensive consumers» 
i^ oods like car, refrigerators and air conditioners etc , are 
purchased from th*» neighbouring Stat«»s where the rates of tax 
are low, ^or brining unlforalty in ratea the Coaimittee 
suggested replacing sales tax by additional excise duty in 
case of sorse fO')ds like cement» iiedlolntts, vanaspatl and 
petroleum products etc. 
For rationalising tha rate structure of sales tax the 
Jha CoBBittae axaaiaad tha ^uaatlan of aingla vs nultipoint 
salea tax. On tha basis of raeoMMndations made by several 
CoMdttaas appointed %a axtKiaa tha struature of sales taxa-
tion in diffaraat Stataa tte liui Caiwittaa alao favoured 
51 
siagla point sales ««s» fba Oasalttaat also axaninad tha 
00, JMa Co^ittee> aft*tll.*fl^^M^ *«PO'^ f PP* lS(VlSl,^ara B»l9i 
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qtt#«tion of flrft Bta(?f» or l«»t Btagp falf»s tax and or«f«»rr*»d 
th» latt«»r on**, du«» to th<9 fact that a fSrat 8tag«» 8al<i8 tax 
cannot take Into confldffpation thfl valuft added sutat^ qu^nt to 
th« nanufacturo OP iaipopt within the Btate. 
Another rpcoznn^ndatlon of the Jha Cosanitte© r&gardlng 
reduction of Central Sales Tax rate from 4 per cent to 1 per-
c«>at in order to check tax evasion and to avoide cascading 
effect i s not reasonabls as i t would result In loss of revenue 
to the Oovernroent, In recent years there has been a large 
Increase in the revenue froc the tax# The total revenue from 
the tax which was &• 21S.P orores In 197S-74 increased to 
^. 60? crores in 1977-78 ( n,%,). Thus reduction in the rata 
of tax would result in conslderabl** loss of revenue, Th© Jha 
Cwwittee expected to comp*»nsat« the loss In revenue by 
checking tax avoldanc«» and better tax eonrpllatice* ait i t i s 
doubtful to axpaet vuoh a large increase in compliance which 
«ay offset the effect of reducing rate of tax from 4 to 1 
per cent* 
Another field which needs rationalisation in sales 
taxes is the taxation of services. Sales taxation in India Is 
confined to nales of floods and services are outside the pur-
view of sales taxation. iLogieally there i s no grouo^^^f^^ 
^' ^ ^ < Bulletin. Septenber 1978, p. M8. 
270 
for •xclualon of 8'*rv1c«s frr)»n th** t«3t, f»«»rvtn«»» r«»ndi»r<Ni 
to producers fh'jtjid not b« sufc l^^ etad tn SA1«»S ta3??tlon but 
s»rvlc«» ^nd'^r^d to consumc'S aiitl»*'r t)#»rsonal vflnta and, 
thTffora , should b*» subif^ct to taxation, Som*» sprvic«s mar 
b«» '*x«mpt«3 on sooi^l ^aunQa l lk» «f»jical Si^fvlc^^s, hosoital 
c«r*» and leg^l s-rvlc-^s etc .? otb^J srrV'CS ray fcf* p«x*»fspt^  
on ad'ninlstrativ'* ?»70und l lkr barfc«r*s sprvic^s, r*>pair work 
ptc»f but th**p© s-'pcs to bf vfiry l i t t l e Justif icntion rop not 
taxing eorvlcf^s llk<^ dry clranlng, photo-finishin<^ and r*=ntal 
of hot**! roo*^ «tc . V*blln, almost in a l l the " t^atf^ s thr cost 
of r.nals in th*- hot"*ls Is subj^^ct to SQ1'»S taxation, the r^nt 
of botpl poort Is not sub.1«ct to taxation {oxcppt in a f«»w 
Gtat*>9 lik«» ^'aharashtra). Small bot«='ls can bp ?>»'=>rnpt*»d from 
tax frofr thp point of vj#v of adralnlst''at5v« convpnl-^nc**. 
•^ op taxlrifi? tb^f* 8'»rirlc«*» s o w an^ nds^ wnt 5n th" co^stitntlon 
which *»repow«»ps th^ States to l«vy tav#8 on th«* ^sal** and 
pupchaae of Roodi* only* 1« nAc9tsary, However th** constitu-
t ion allowed th* Stat«>fl to tax a f«v sp«>elfi«a sepvie^s l lko 
consumption and 9al« of •It^etPielty, fooda and pa89(>ni;f»ps 
capplad by poada or inland wat#p%mya and diff«r»nt typ«« of 
*nt<>ptainn«nt8 «ta. Tha eonttitution aboald b« an^ndad to 
ineludik tbot^ s»pi»le«s a l to wbleb l}a«» aoaa ravanaa ppoduet-
t v i t y but th#t«> ap9 not allowad to ba taxa4 by tha eonatitutlon. 
In tha i n i t i a l ataioa tbat» a^pvieaa vbieb da net araata any 
aAniniatrativa problaa l ika dpy elaaring, pbatoflniabing, 
taxi-ohargaa and 89pvieaa of tiot^l roomt at«« Mty ba braufbt 
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diKler tal«s taxntlont If tb« fleb»n« la suceesaful, Imtmr on, 
taxation ?»y t)A (»ict«^ nd«>d to oth«iF typ^s of a«rvie«a alto. 
Nationalisation of sal<»a taxation on th^se llnpt may 
bring larger r<»8oureAfl for thf» Statos. 
Th# r?»v*»nu^  from tt?f» Stat^ »^cl»?» i3titl«»s Is Tracli 
r*»lata»d vlth thf <3»gr«M» of prohibition a<!opt<»d by <*ach Btat». 
In tba pastf g«n«»rally, a policy of prohibition has not b«an 
suce<<>88ful in chocking thi» «vil of drlnkinfir. As a r<%salt of 
prohibition policy thari» is Increase In i l l i c i t d is t i l lat ion, 
smuggling # t ^ and und#rground consumption of Intoxicants 
ineroas^ Ml in placf> of op«>n oonsuigptlon. Thus for mobilising 
larger r^soure^s from th9 &tat<^  •xclse duties State Govern* 
men^ which havi> adopt<^ the policy of prohibition, should 
review i t s working and should continue i t only i f i t i s 
serving i t s real purpos*. 
The urban ianovable property tax Is also an Itea 
under the Jurisdiction of States which has not been properly 
tapped so far* la nost of the States the property i s assessed 
and tax i s eolleeted by the local bodies which cannot adainis-
%ar the tax praperly. Therefore, for larger resauree sioMlisa-
tiaB i t i s essential to transfer the adidlalstration of the 
tax free loaal bodies to State Cbverasients • A f^tar enforeeaeat 
of the 'CeillAg on t^ban Uad A«% 1976* %ba sttrplns uaiiaad 
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land la orban an*** It b»ini aeqairsd by tti* Stat^t. As no 
c«*lllnR h*i b«»®n put on *buildingf* this mod* of property 
«*n3oyt a pr«»f<»r#ntlal tr#at?a»nt, ^Qe*», h»»aTy taication of 
baildin«;s la a*^f"^89nrr froc th« point of vi«w of horleontal 
poulty sronp? property hold^ys and i t also may pt^ v** a poten-
t ia l sourc** of r<»v®au<i for th*» ntat»8« A p^ ipt nf th*» proe*#d9 
•nay b*» transfj^pr^ to local bodl**t on th«> basis of sourc« of 
eoll*»ctlon. 
Revision of pat?8 In caap* of p>l*»ctPlclty duty and 
«^ nt«rtalnm«>nt tax wh«r#»*By«»r th*»8?» ap« IOWPP as compared to 
other States 9 may bring aom® additional resources to th^ 
States* npto 1974-75 thar@ was no f>Xaotrlclty (iuty in Himaedia 
Prad»sh, in tha bud«»t for 1976-76 »iactricity duty at a f lat 
rata of on* palsa oar tmit for domestic and commercial 
consttiMirs %MIS iaposad. Tha rataa in Hiaaehal Pradesh are 
taa lav eonsidarlng that In ^•r, thesa ar« 3 paise par unit 
and IB Kajasthaa 9 palae par iiAlt, A iiniforn alactrleity duty 
of 6 palsa par ttalt oay brlBf sosia additional reaourcas In 
tha Statas vhara ratas ara lovar than I t . In noat of tha 
Slatas eonsiHiptioB of alaatrialty for indtistrial parposas 
la axanptad froa tha doty. Ulthdraval of tha axasvtiaa wmy 
bring aosia rasoiireas to tha Stataa with Bagllglbla additional 
bnrian 9n Industrial sector. Thara ara ulAa ditparltiaa In 
tha ratas of aatartalnawot tax also in tha dlffarant stataa 
af tha aanatry. In 0.1'• thara ara t«o rataa af Iha tax — 
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100 ppT e«nt and 110 p«>r e«nt d«p«ndlng upon the vala* of 
th© tlck#t. In Qujrat th© r«t©t vary b#tw««n 37.5 p«p c«n% 
and 65 f>©r ei^ nt « wblln in Drlssa th© tRlnlnmm rat^ of tax 
In ?*5 p©r c<^nt. A unlfora two flat rat©» -— 76 PPT e«nt in 
cas*» of th© t^ek^t uoto .^© 1 and 90-100 o©r c*»nt If th© cost 
of ticket ©ite©©d» ©^ 1 may tirlns; enw* aa!3ltlonal r«»oarc»fi 
m tb© States wh«?r© tb© rat©s of ©nt©Ftalnm©nt tax ar© too 
low. 
,">pof©a«lon8 tax which Is lpvl©^Dy a f©w &tat©s Ilk© 
Assamt B f^ymna, Sarnataka, Tripura, Hafihya ?Fadf>sh and 
!^aharasfatra.apd-44adhya ?gad©afr» In vimr of large seal© tax 
©vasion of incon©-tax In conprativ©ly low Inoass© group It Is 
n©eaasary that th© ineom© should b© trapped by tbo States 
through prof©8Slonal tax. Th© ineldenc© of th© tax on larg© 
Ineoma groups would not b© high du© to a constitutional 
e©lling of li. ?60 p©r aanuB p©r as8©ss«»s. In th© budg©t for 
1976-77 Karnatdia iatrodiaead prof«sslon tax with th© ©xp©ot©d 
yl©ld of li. 9.6 eror«s. Tliat profession tax should not b© 
ii©gl©et©d on admiaistpatlva gronndt and i t should b© introduc-
ed athftr Stat©s wlM»ra i t i s nat lavi©d at »ras©Bt. For Making 
tiM Urn Biora affaativa ttia Gaattitatiaiial CailiBf of %.f»80 
alMiild ba raiaad spiiard at tba valua af r«p©a has gona down 
eamildai«U.y, Wti—alliaUaa Af Stotaa* tax struatura on tli©sa 
liaat aay brisg larfar asMBt vf raavvraaa for tba Stataa. 
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Th]^ oui?h lapfi5«*r p^sourcft ar«» to b«» moblliBud by th# 
Stat4»s In orOr to bflnf? soi^ ^ balance In thp 'Efforts of addi-
tional resource mobilisation by thp C€»ntr« and th** 8tat<»s y#»t 
the scopp for furtti*»p r^souro€s moblllaatioa by th«» t&ilon 
(Jov«»rn!!ipnt Is not f^Kbauative. ttolon f?xcls«» dutlps ar« tb^ 
laftgr>st r<f»y<*nup profiuclng Itpms for th*» %iion Oovfrnmpnt and 
for additional taxation ("vrry y^ar th« Tov<»pn«i*»nt has to 
dnpond upon th*>9P» duties. 4ya?t f?0J3 rr^source oobtlisation 
tbf dutl^ 'S havp eompi oth»r ob.1«K!tlv*»a lik« consar^ation of 
scare** raw mat-^rlal allocation of r«»80upc«s relevant to the 
••cono'nlc policies of tb<» country, restriction on consumption 
aecordlnff to availability of (?ood« and for ch®cklnf infla-
tionary pr<»t8ur® %t©. All thfse obi«etiy<*s cal l fnrth a v»»ll 
knit •xcis« systan wbleb s«>nr»s th« duslrad objaotivas. H«*r# 
va •xaaina ratloaaliaation of ItkitM axelsa duties fror tha 
point of viaw of raitinf largar ravanua. In tha vords of Jha 
CoMBlttaa, **Tha ratioBalisation of ladiraet taxation in tba 
eouatry hlngas on tba rafem of aiaisa tax ayatasi into which 
otiiar eoapooanta could ba dovataUad.** Froa r«w9n\M point of 
viaw that is naadad in tha axelta tax atmatiira la to Ineraaia 
i t s lMiiH->lii*rayaAua alaatlelty, 
M. m (fMWmfff»^aB»gii*t l«it»rt» mafwt, p. l f« , l»ara 8 .1 . 
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In obapt^r 9 It «»• i%at<id th»t th» rat* struetar* 
of Iftiioii #xcl«#» dutltst i f v^ry auch eoapliefttvd* 7b«r*for»i 
thi» f irst »t»p m th*" direction of ratlonallflnf th« <lttU#t 
1» slrgplJflcatlon ?»f rat*» struetur**, Varl^ui '^ omailttowi mad© 
S9?w !fu^ <»*»8tl?)n» ft»r slupllflcatlon and rati->nalisatlt)n of 
<»xc5s*» pat»8 atpnctar**. In 1*^^, Cbworn-wont appolat^d a on«-
man Coinraltt^ ft (Bhoothallnsam Couunitt^*) to #xa«in*» and raport 
on th** rstlonalSastlon and simplification of th© tax ttmcturp. 
In regard to *»xci8A taxation, th« Cormltt***' r^^mm^n&f^d that 
inst(»ad of having levies at different ratf»s on s«»lpct'™d pro-
ducts th«»r«* should b*» a uniform duty (twp'SP'^  as «;^n«ral 
f>xcl8a dutjr) at th4» rate of 10 )pr«ro«*nt d^ yalor^a on a l l 
manufaotur^d products. ?aluf* addi^ d in th# process of oanufae* 
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tura should b^ tha ba8« of taxation, ii^oothallngaBi aKoludad 
14 itans froei tha sehao<» of ganarsl axels« duty.Thase iteos 
Ineluda ainaral o i l and th*lr products, cotttMits^xtllas, rayon, 
eigsrattaa, iron and ataal, aaaant, papar, sugar, unoanufao-
tara tabaeea, taa, aaffaa, laatabas, siotar vahlclas and tyras 
and tabat. Kat, i f largar ravaaua produeiag itans ara axeludad 
fposi liH> saliaaa, i t nay aat ba wrj nuali affaatlva. In tha 
vopte 9t Nililar, "ilBaa tlia abnva fonriaan aanniditlaa aaeouat 
far aboHl aiaa-tantiM af tha latal asalaa raftanna, Bhoathalln-
g«i*fl »p»pnaftl i s wmtk 1M9 ftaninUMVir tlMOi 1% appaars at 
99* 
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f i r i t glftne«." 
R«»«#ntlyt ratloa«ll»«tlon of Union •aieia* rat« 
•truottire w«*8 riicoaa*»nd»d by th« Jfta Coaimitt««« TIMI C98UBitt#* 
found th«t th#> average ratf* of 9xelt«» duti«^a on eonaumir 
oroauct» («»3rcludin8 to)»eeOf p«rtol»tHi ppoductt and gooiii 
falXiSR undpr Tariff It(>a So* 68) Ineluding th» taxation of 
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thalr inputs is around PO pmr e«nt, Consid«ring i t as m^ an 
rate hiirb«r or lovpr ratios majr b# fix«d aeeordlni; to soeio-
Aoonomie ofe3«etives of taxation policy, Tbf» Co-aiBittpft sugir^st-
©d six rat#8 of 6, 10, 16t f% 88 and SO p«»r c«nt» In th^ 
Final ii^port th« noB»ltte« r«conim#nd<<»d only five diff#r«nt 
rates of x«ro, 10* PO, 30 and 40 gmv cent into vtilcb most 
eonsunwr products oould b# fitted (p« 4P, 7ara 5*11)« Tba 
i8«an rat«» of SK> par e«nt was 8ug««8tad for gonaral products 
vhieki do not fa l l in tha oatagory of laass consumption goods 
aad far whieli tliara Is no raasoas to Justify a higher rates 
of taxation* TIM rates of 90 per oeat and 40 per cent were 
suffested for preAnets vkloii are in aattire of eoaforts aad 
Ivsnries* Vbile deciedittf tlie rate eategary two atlier factors 
ware aaggeatcA ta te tika« lata aaMiiwatiatt Maaly tiM 
68* Ifelter R. tHiaer l>>t_ ^ „ 
driettt l«agMdi &ld«» IfHay liT»t » 
M* III liiMittlfli Bt»8ii«f '^'^ •^^  B9i«r^ iMItt ftera 6«U« 
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proportidii of iaeoBtt of eonsaMiiii elftt« that is likely to 
iM sp^nt oQ tb# produot and vh«th#r tbo prodoot i t dnrablo 
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or hat to ba boai;ht at thort latffi^alt* Tba Contdttaa pelotad 
out tosa eonmoditiat which cannot ha fitted into thit ganaral 
rata ttrootara* Certain it«?0t vhieh ean ba oontidarad to be 
in tha nature of luxuriat siaant for the rich say wall ba 
taxed at tubttaintially higher ratat« Bit tha ratat thould 
not be to high which are coonter prod active in the tante that 
they lead to a fall in congoiBption and prodoetion and there-
fore in the total revenaa earned* 
Tha Consittee reeoseiwnded a teparata rata atrootora 
in cate of prodneta which belong to the saiae family but which 
eater to different ne^ d^t or to different ineoise groups* i%trol« 
eun prodnett i t an important esranple of thia kind. If ntwh 
priee differwtial i t there cheap varieitiea may be adaltar* 
ated with the eoatly varietiea. Tobaaoo and cigarateea alto 
eaaie in thit category* 
Another alasa af prodvatt wbiah aajr be diffiault to 
f i t iata tha gaaaral rata atrwatitra vatad ba thoae whiah are 
aoaaaaed by paar and tiali alike, X« thia aatagavy high ratat 
tfa aaaaaaary far variatlaa a^ MWpA fey higher iaaaaa graupt 
aad lamar ratae far tha lariatiag H M t t t by raUtlvaly poor 
alaaaat, Oa thia aaMidafilkUa «ltitif 9tm»9 •«•»# thaaa a»i 
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r«ile •%«• tlimiXd b* tttbjMt to taxation ot <iffor«Bt rotoo 
^•pmti&ing upon ttiolF tpoeifiootioaf •iiA*iifo or prloojflntoria 
itopovtf Ptm 8«90)* 
Thoro «F« toa« eoiaaoAitiof vhiob oro in luitoro of 
•aoe^iiarioa * !«t oan be tajtoA st bigbor rmttm in tbo iatoroot 
of 7«v«aa« vltbeut lapooliii • b#avf bar^ frn on Immr inooao 
groups booaote tbo proportion of ineoat apont on tbeso eonno-
ditles say bo saall* l%teb«a are good •zaapX« vaA«t tbia 
oatogory* 
A bigb rat* of taxation vaa saggtiatoa br tbo CooHlttoo 
ifb«n Clov#niiiont vants to etirb tbo eonionptlon of any prodoet* 
It mar ^ duo to abertage of tbo eomsoait/ la tbo oonntry^or 
to eoaoorvo forolgn oxohaago or evon on soolal eosilioratioai* 
Hlgb taxoo on potrolaon prodoeta an4 tobaoeo iMqr bo Jostiflo4 
on tbia growii* 
AooofAing to tiMi eoMKlttoo a aoparato atroottiro of 
oi^ao ««tioa io noooooorr iM oaoo of varlooa tfpaa of tiiartl* 
loo 400 to largo Mnbor of oaploiblof nM tboir ooaaanption 
bf diffavottt IMMBM gfMpi« m prooMt ooff largo avbor of 
ffaia^tfo apiiioablo Uk otto of ootbott tostiloo* fbooo ratoo 
i i jtrt lipoa tbo fiat nlMtbav a pattlavlaff oatlatr i t ooaooaNl 
W 9i9k olaaooo m mm olittot* Wm mmmltmMm of %m 
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stFiieti»« 9f eottoo taxtll* tlHi Con8iitt*«» 9UfK««t«4 tli« 
follovliift **Tliii 9«Pd ftiek of ppi«# b^fom t«r noalA %• tlw 
iMif% om to #8ple3r in d«t«n!iiiinf vhfttbor portlealaF voritlM 
of m prodttot •hould bo eoiuldoro<l a« Iwing prlsioriljr eomuaod 
I7 rieb o? tho poor* Aeeosfdiot^ lyi im f»ol that %im prlneipXo 
of progposflion in tho taxation of eotton t«xtllot if l>«»t 
aelilev«d hf applying tho lowest vataa of tax to tbo ehoapett 
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varitiea anA liighor ratoa for thoae in higbor prieo braekats. 
?ha rata stmotare soggeited by tba Jha Coi&nittaa 
rvfarat to the ooBixlative axeiaa Xevi€t on tho prodiist«« It 
vat alio •Bpbaaisod that **ia fixing noainal ratai tba biirAaa 
of iBptit taxation tboold b« kapt in aina and tba objaetiva 
•boald ba to approxinata to tba eumlativa rata appropriata 
to a givMi prodoat •••• vbara tba iapaat of inpnt taxation if 
•ttbttantiaX tba nteiaal ratao tbold ba fixad loifar tban tlM 
rata aatagoriat of 10 to 40 9*r aaat.** 
Tba baaia rata atraatnra for axalaa datiaa raaonwnd. 
ad by Jba Coadttaa vMlab iaolniai € r«No varyiof f raa • par 
aant to SO par aaat It l i t varr affaativa daa to tmlotioa of 
•alar ravamia jrialdisf Itta frtm it* IHtfiag lf77»78 oat of 
i&* fllWll i i ^ T l r t* ^ f PKM fvlf• 
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total r«Vftaa« »f Bt. 4106.7 eroret from hmaitt • i i i f la itttl«» 
li* S1BS.8 eror«f vtr* mt«il«b3.« frea tkf groapc of gwiiwili* 
t i« f nuMlr tobteeo Ob* 422*22 orww) p«tr9l««i prodaett 
(^ » 1101*9 eror«f} ana taxt l la (Rt« 68X.8 eror«a). Th«a« 
tlirf»« it4ffi» eeatrlbatsd e9«5 par eoat la tba total ravaatia* 
fhm Coaaittaa also raeooiMadad to tseliiAa tea« it«flat vliieh 
ttpa eoosaapd tqr plali aa i i«l i at W poor pavsonti from tho 
batie rata atpuetore* I f ipav«Aa# fpon aona of thaaa itaaa I lka 
pap«F| aogapt padloy taa^ iragatabla o i la , aoapi natehaa aoA 
foot«ar« is talcan into aeeonat tli«t« iteiaa eont?il»2t«d ^•419*4 
efovaa vbiob vat 10*f par a«iit of ttio tota l aarolta ravaaaa 
daring tlia aana J9t^m Baaidaa thaaa tvo groapa of it«»a tba 
ffoaaittaa alio raeoanandad to axelnda Itorariea froti ttiia eonaen 
rata itrostiara. Tktta tlia axeiaabla i tem srieldiiii alwat 70 par 
oaat of tba total ravaaaa vara axeladad f ron a gaaaral rata 
atraatara aaggaatad hf tlHi Coaaittaa* f bo baaia vaaknaaa of 
tiM tas atmatara aaggaatad tgr tiM Caaaittaa ia t tot tlia oaxi* 
MMi rata i t too lav (SO par aaat) and i t aar aot ba appliaabla 
to • larga MWttoar of i toM ia vl^ali tiM poliajr of t te Qovaraaaat 
ia to pat tigk iaaidaaaa aa aaataatrt daa to rovaaaa or otbar 
aoaiidaratioNi. 
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For ffttioBAllBiiig %lm mt« atntotnr* of OiiM «MiM 
dali«t til* foUoidiig fiii4«liA»f tliMad IMI foHimoit 
<A) Bafe« of goDOfol. oiolfo dutjr nadioir i tou ao* €• 
(ao% oltovhoro opoelfiod) vbieli voo fixod A% 1 yor ooat in 
%tM iiiitiol ftac* 9t l%a ijitro<biotios ia 2978 kM froflooUyi 
boon iO«?«M«d t o S 997 0<IBt ^ —3rttgfttt l A ^ O IMOA BlldfOt 
for ]979»80« flio oeopo of tliio foaorol oneioo An^ olieiilA bo 
oBlorgod «ad all tlio itont vbioli oro opooifioA miAor tlio 
Control "^ ixfiioo Tariff and in vbiob Oovonmoiit want* to kooy 
iiioiAffiioo at lov lovol fhoiilA bo iaeladod ondor tbio eatogorr* 
Tbo rata of tax aaflor tbio oatogovy almnlA bo fizoA at 10 por» 
a«Bt t4julacfll« 2f i% i* oeaoiAorod tbat 10 par oMt A\j^y 
ifOttlA pat moh bardoii apoa ooaoiuioni ia eaao of oono itoao 
liko ooao oatogorloo of Ufa aaviag Arogif aoao oatogorioo of 
ioii»t aai ooMMa varioitioo of viito yriatiag paiporo ate* 
tboio itoao oboifli bo majtoi froa tbo iatr* 
MB foiwio o ^ t a i gootif aH ppoioat thoao aro taaoA 
aBoi^^*ap^» 4k w^aoa A^^pip ^^^^ ^iwiw ^w^^w tWwKi^^^ iwia aa i^ ^^wa ^B^^^^OT^ ^v^pgaV'Vnai^'MkaaBKi v^iaaiav 
oapital goo«o U I M 4iaaol oagiaWf ttaataVf olaatit aatoto 
^WiBi|P«»BHP •FWaHr'jfc • B B W P O W M B I F wwlPiaiiP ^BBI^ P BBIPB^PWarw ^F^WP4||[ wHaWPwi ^ a ^ w 4UWPAVWMI 
viior tariff itoao aai taaoi at U0tm fi*oa)« AU tbo oa»ltai 
iaaia aaioy itaa aa* i i obaali bo tmrt at a giaigai tato of 
3/1 »af ooat i i j t t i i l f l l * ^ VMO at tapa t^a iMali aarrr aaotlr 
apaoiiia tatoa of tag i l ia itaa aaA mmA iboaiati abo, foMfal 
g y i l i i l i i rata obaiaA bo fiUaaali 
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(B) Blf iMr r*%«t 9t dolr M T b* 90«40,t&ti0 M A ym 
and lAO 9«r «#at« Al l tl i* r«l«« 9r«Y«lliBff at »r«t«iit tlMHai 
b« B«ri«& in tli«t« six ««%«fOFi«f of AvLty* Da d«%«f«lalaf tb* 
fUMd !«%• Mda eoi»i<«»Ati«ft ^hml^ tm «li«th«p loimtg <if«a 
for atoafaettiFe of tblf it«v or« t«i«4 OP not* in d«toniiiiiiii 
tlM fl iud iooidimeii toao ±tmm Uk« tugftr, s>«trol«iBi pmdootty 
tMf eeffo^t aoniifAetiiFod toboeeOf v9g»t«Uo oUo, for t iX lson, 
iFWi and stuelt momtwnvm wmtt^M^ emimt^fmp^w olo* ppMMlt 
%• difflGtaltr «• rav ttstoriaU m^a in thoo* itaist aro* 
ganaraXlyt not taxed* naa di f f teal t r axltei in ttoa groi^ of 
Btteltla«iT and trantport a^aHtactato and taxt i la fudXy iiliara 
inpatfl aro tazad at tafaraJL itaget* Out of tbota itaat loao 
maaafaetttrod gm>dt vfeieli ara parthaaod Min ly ty affliioat 
•«otioa of ooai^tr l ik« aotor v«ldel«at rofrlgofatersf lilgli 
prload fV oatOf lilgk priaad tadlo ami tranoiotor ata* {iraoaat 
•0 d i f f iaa l t r aa aawOativa laotdoBoa of tax aaileaf I t aora 
ppofvoaoivo and aoaofilBg to at t l t^towpay* flMi foULoniBg 
tatta olioiio tto axtotiag aad tiM »fO»oi«d ratao la aaoa of 
tt«M« TIM pyooaat rataf m glvoa ia toaaieato 
l i t ftitiii 
imm cfdfdt (%aaifia> C l i W i t t l i t a i 
idsi i fa «i»^|ifoa oai a&iaii«M«iCiril 
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8« 100 ?mp%» of r«frif•ration aatf air eon^inoiior 
mmthtmaf (32S7» air Qonditlonort (U0) 
oosnotle anA tlolat praparatloaa (XOO). 
3* 80 H0frigarator of tb« eapaeitr oioaaAliit M litaray 
4009 fTOoao^ a anft tettlo eollort (70) artioloa of {>oIyiur«%taao foae aaoli as nattreatest quilttt and 
pllloifa C70)» 
4* 60 AoratoA iialiop ooiitai2ili% eeoooBtratoi (60) tfrot 
for saotop v«»hlei«i (66)« robbop fo«K ppoduets 
atteh as plllova an6 nattp^asaat (60)« 
6* 40 AptifioiaX STfitboUe pMiii8» plaatie natorlal 
and ^Xastle gooda (50) air eooloray i^ t« ewQ»at« 
«tf>rlo 61«fl»a5r8tf>n« high priced radioo and radio 
grasiQta (40)* aaaitary varea ai^ g34is«d titloa of 
popeftlain/t:hina« safe and atroi^ hoxMy (S$) 
highor prieod tape raeordera^ high prioed TT aeta, 
domaatio •leetrieal appXlanoMf refrigftrator of 
«>to 100 litora oapaoity flttoreaoent light tttbeoy 
•aehino nada owppola (30), 
6. 80 High asmad daiaal ollf ^•v9fM (ap«oifio)plaatio 
ahoata« aoratod vator not eoatainiiw ooffaino. 
ahaot and i4dt* glaoa glaiavarai tahXa*%are of 
Chiaa and povoolaiBt (iO)t aaraiad wahar aoatain* 
ing aarban dlo«lda« ylywood (t7«60i %yf9 varia* 
tiao of ^riahtiii MMmnif mmif lanatad drr 
tallaviaa, alotirioal wUi wt mL^Mf nattagaflov 
pviaad %«9* ratMdofi. aavtf taaiaaoo aaffoat 
•ha^ fiiMdttirai taoli hiraai aad io«lii 9aahat(t6)| 
povfiMd bait oUif li^alaiwboy aowlaftt gtaK» 
^
boMOft aaord ^lafortf •t>MW»agFigb pMjatlatVt 
aaHpaa* aiiMat P^«ft6i ddtiit M t d |«fia%ad dif 
batbariaat ulraxaao rataifl>g m&^ m lav pfiaOf 
V•b'aaWi^Vtw^wft 1 W W ^ P 1 ^ P [ ^ ^ ^ H N P B VnR^MRHMMfp ^MSHilM|^ WaMrwVrdMB9^IH6^A 
aaaobaPf solar oral* tad Utf— idwftlatg baHinioMi 
and laandrf ao^tf U93m mmm§ iiilHi Md ahoiilii 
tabaaao (toli niaMM>t# ai tpi f l biitariat a t * i l f 
gwjw aarbaia variatlad vt M i M i f tMd utiitag 
• i t 6aiUag faai« ^fS«a mmMmm mmm flMMit 
raiid aalt of ana •» i i « b t i i i t laait aftd aglw 
••pa •Ibar bba» paggasfy •bit 9f ^Pitiftai afgl 
aapiMitbr* Ni%bf •WB «fad gg %mtMM%mmmmML 
fabl^Mt a i l bawd d i i i i i p i t i mmMmMmmimm 
aaaiagat bdM«lba and f»agay«ii tmMf bMoai Hm 
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fi 
?• 10 All %tm ^tifv goodg not liielttd«<i in tut 
«lHiv« emtegorlM but Qov#p«d IIBA»P %!}• 
C«ntral l^ x^eit« anA Salt Aet 1044* 
TiBBwn iaiiiMyTiTTrmiM»iwi nrniiwiiiiiJMiirrrmtnftTm ffmnriTMiinirTiir-iT I T M T •t^--''^--'--''---'--'--''-'--'-'--'^^ • - - -^- . . . - . . . . .u -^- .^^ ...• ,. .^>.,,.^,.>4.,,..i^ ^i—,,.,, ,• ,. r 
gMygti ttf thf mrtttat ntti 
!• I^i» t^»t <riiWlllftt» Wftikl Report, pp. 37»39« 
S* R.B.2* ttmsHlAf 80vrab«r lji77» Tol. 3a» no.Uf 
pp» 7P7-747. 
9* tlaloa Bad««t for 1970»80« 
(C) Another lino for rationalisation of rata 
atruetnra of union axeiaift dutiat la to eonvert ttia rata 
froa apaelfie to ad wmlavmm ana as far as possibla* T^ xt4»a* 
siea of tiMi fd ttmlay— tesis, axaapt iilMra thara ara sarions 
diffleultias in daiog sof nottltf ba dasirabla iMeausa i t 
vaia4 anaura tiiat i f priaaa risa* vtotliar 4iia to prefitaar* 
iRt« iaflatian •» aar atlMT faatart ravsaaa viU go «p* flM 
Jtia Coaaittaa aivaaata4 K U M I I E M rataa att aavaral growds. 
Firatljri daa i t s fwmm aaaaitivaAasa ift raspaaaa to priaa 
aliaagaa daa&aaota ^ lAJUltetHI raiat lawaaaaa iNiilt in* 
alaatiaitr af tiM tax str«itas<a« iaaaadlTt ifLliliiMJivtias 
ara pragraaalaai liigli priaaA laatfa 9mrwf UglM»^4iit]^ 
2S5 
for#, th« datlAi eoafom th« prineipl« of v»rtl««l •tiiltr, 
f hirdlsTi fd yttior— duties ar# 4ati-i»fl»U8iiArr aoA tolne 
« tmlaneA b»tv««ii dwauid and tuiiply, TIMII'# i t « i«ii»ral 
obJeetloB «K«lnflt fd ya^opiw ratM that tb^ 'SA datlaa ar« 
diffleult to adnlQlstor as dltputot evftr valuation aro vido 
tpr#ad« But in tha words of ttia 3hm CoHmiitted, « Tlia adainis-* 
tpative diffieultins could bn got ov»r isore appropriately 
by Iflfal and proecKloral r#fons8 thna by raveirsiog the healthy 
trend towards the ext««sion of d^ valoysii rates*** 
7be ideal rate structure of Hiion exeise duties 
suggested in the foregoing paragraphs is applieable only in 
ease of eoiffiiodities earryini; fd valorem rates* For this 
purpose there Is an urgent need that existing apeeifie rates 
should be converted into a^  valoren one* l^troleusi and i t s 
products^ teat iron and steel and i t s products etc* are some 
itess iB which the rates should be converted fros speelfle 
to ed velerea one* CoaversiOB of rates in ease of iron and 
steel and petroleiM prodosts has no probleiB as SMJor part 
of the produatiaB is contiilled by the Qovernaeat* A 160 per 
cent duty on aotor spirit* PO per seat duty on high speed 
dels el o i l and kerosetto aad liO w^w aent duty on light deisel 
64* HULA*! 9* Of pais S»S* 
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Oil mar hrtnn a r«v<»au* v6i«li !• •taiXabl* froa tli« pr«t«iit 
•p«Gifie dati«t« At 9Pie<s0 of petro]^ «i8B prsdaett «r» r«vlC4i4 
fpoa tifHA to tiai^ X«ri«F r#v«siii« v lU b« •v«ll«l>I» to Opwrnvo^ 
mtmtm 
ftm r*tf» »traetUF« aufs.^sttfd a!>ov*» aay pp»»fpat S9tm 
diffietiXtifias 
( i ) thprw «r« »tm* comroofiltl** ^Ich hat« a verr 
larg« Bunb^ r of vaFi^ ti4»fl and a f»v ratea isay 
not eovap al l tbe items* Cotton and syntt}< t^le 
yarat various typts of textiles #te* are soiaa 
eofiUBOditias aad»r this category* It i s nae^ssarj 
that th«s« eomodities should hat« a separata 
rat« strttettir«* Tha rates nay ba fd valoregf 
spaelfie or nixed aeeording to adalBistratlve 
eoaveaienae* 
(11) Tlia suKfested rate stroature has al l fd w l^ar— 
rates* Tbotigh l4 nlftriW rates are superior to 
speaifie ones yet i s ease of se«e eoonedities 
speeiflt rates luive mail adalBistrative aonveB* 
lease* This rate atraatare aay not be fitted in-
to these aassisditles* Blrls and sAtahes have 
spealfla rates aid aowitlag their mttber i s 
•nail aaaiar tiMMi iatataii^ai their prlae* Yams 
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•ad t«ztil«it g*n«rally9 earry tpi^elfie ratM t 
a« valostlon of iiaii«rooa farl#itiM «r»atM 
lfiaaraoaiit*bl«' diffiettltif»a« Rfttt^ a of duty on 
elninaatogrftpb fllam ofry apeelfle dtttl^t «• 
eoimtln^ tti« numl^ r^ of filnui la nueti ^aai«7 aa 
coi!spar<Kl to thmtr valuatsion* Tbua in ea8<» of 
thoa@ eoctmoditi^ a vbf^ fi^  r«t»8 may not b« etianr,«^ d 
fPOiB sp<»elfle to ftd walnrmm da#» to «diBliilatr«tlv« 
r«»ft8tm8 tht» ^xlatlnii api^eifio rat^a sboald 
ooatinuA* 
(D) Batlonaliaation of proe i^dures prevalent In 
eoll#etion of melBp dati<^ and varloua eone^asiona grao^ ttid 
imdAr tha afatem la alao n«e«a8arj for making %hf^ dutjr 
atraetura flK>rD r«»v«>ntta «Iaatie* Tli«a« aapeet a7c» diaeusaad 
ia a latar aaetiona of tbo ebaptar. 
Oaaa tlia aieiaa ajWtoB la ratioaaliaad on tba Xlaaa 
raeoaRandad abovw i t ahoold ba poaaibla to i«part not only 
alaatleitr but alao ataUilty to tba ajrataa. It would tbaa 
not ba naeaaaarr to raaort to ebaagaa in tba rataa of tax 
froai ymmr to yaar aa tbara vould ba aotonatie ineraaaa in 
ravaaoa vltb tba inaraaaa in baaa or tba prieaa of produata* 
Tba inaraaa* in rataa voald ba ra^nirad oaly vbaa tba Qovora* 
•aat nanta to dlvart a bifbar paraantat* of national iaaoaMi 
2SS 
to tli« •xeli«qu«r« ChtngAt in tli« rat** en iBAividtiAl 
prodttetf vosld |}#» o«e«t8*r7 A^O vti«a ttm pollny of tiM 
Oovffraii«>at l i to eopr»et eliort tfni InbalaneM in A^wmoA 
and sttpplft or to signal n»v int««tnont prioriti«a« 
^trafittttrt* 
Apart from tlio n«4^ for simpiifTing notm aapeets of 
pnrsonal ineone tax Xik«>i Scaling vith th«» ebaritabla trusts 
and •asnal ineois^s and miming th# sureharg^ <m ineomfi tax 
(diseussM in chapter 3) thmt^ it a »^«^ to simplifjr th# 
rat» strueturf» of cosipanir taxation, Abolition of surtax and 
al»>lltion or niirKf^ r of suretiarg^ vith th«^  basio oorporatisHi 
tax ar® iaportant rafoms n#©ded for simplifjring tha rata 
strueture of corporation tax* 
Apart froa corporation taxt eonpanies aro Xiabla to 
surtax aadar tha aoi^aaias (profits) surtax Aat 19«4« this 
tax W M laviad as Supar Profits '^•x in 1963 on tba axeass 
profits of ttia aoBpattias on a graduatad soala* tkidar tba 
yinaaaa A«t ijMd supar profit tax vas raplaaad bjr a surtax. 
At prasaat surtax is laviad on tba 'abargaabla profits* 
vbiab •M999ii9 16 par aant of tba aapital as^ l^ajrad of tba 
aaapaajr or k e lsikbs» ubiabavar is graatar, Tba rata of tax« 
vbiab «as 90 par aaat of tba *abargaablo profit* bafora 1974 
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VM liier#u«d to 40 |»#r e»nt iind«r tti* Flnaiic* kmt 1974 
(•l»9lie«1ili» v.#«f• M8»fi!9«nt 7»«y 1075»78}* Tti» eliftrt** 
abl» profits lnelad# total ineoa* of tti^ eonpanyf iBt«r«f% 
OB df»b#Dtar<»9 and Ionic t«rn d^btf ^te* Imt wxelodPt tax«t 
pftid* Capital fr<»lns, latf^r-orporat^ divid#nia« tax #ar#Kpt 
iBti»pft»t f»aHilni?s aod tax holiday pnf l ta ate* Accordioi to 
'statutory provision' th<R combined lneld(mef» of eorporatlon 
tax and surtax may not f«xeef»d 80 p#r ei^ nt of th<9 total 
income of a eoppany* 
Surtax vbleh intrc^aeee WR eXemf^ nt of progr€>88loa 
in the corporation tax haa be«»n erit leised on so tuany counts* 
in the words of Bhoothalinga&» 'The surtax in effect intro-
duces the progressive principle, vhiehf while eminently 
appropriate in the ease of individuals as reflecting both 
capacity to pay aJid social justice, i s coapletely inappro-
priate In the ease of ii^ersonal organisations*• a 
higher discrlninatory rate of tamtioR therefore penalises 
the acre effective use of capital*** M.P* Chltale, a aeaber 
of the Maaehoo Coasiltteei while recording his dissent frost 
the details about a capital le ty sagfestad by the CasMlttee 
held the views about surtax la the fallowiag wnrds, "la the 
ease offcoapaaies where good eaaoaragiBg profits are acre a 
resttlt of eaterprise and aaaaeavial efficieaay aa aiditioaal 
ift* Mioothaliagaa S, ftft*ftij|«f P* 90* 
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tAX lllci» turtax on eoKpaar profits sett «• i^Mipt-r wiA pMiftXtr 
66 
for sueettffal aoA •ffieient ate of funds. Tlius surtax Mk«s 
ttis 8traetur#» of eoapanjr taxation too eoa^Iieat^d and inei* 
dmee of taxitimi on eoapani^s is iner«»a8#d vorjr (loeh. Ttii»r^ * 
forest for sinpliflestic^ of eoapanr tax^^tion and from thA 
point of viev of !9(i»inf» SOBW r^ll#f» sp^eSally to bin? 
co!Bpaai<»s surtax should hf> abolished. But abolition of sur* 
tax r«y not feft !rpcoB!»i^ «d at thu cost of r©»?»na^  to #»x-
cheQUf^ rv Tor coar^^nsatin^ thm loss of r^ ir^ nuo suKR«»stion of 
^ 67 
capital letjr on cosjpenirrs pat forth by th© Wanehoo Coracdtt«« 
seems to be appropriate?** Aeeordinr; to this suggnstion capital 
for this purposes nas to b« di»fined as •oimed» and »bor'"Ow»d» 
capital of companies and th<^  rate of tax was suggf^sted at a 
g«n«ral f lat rat« of 1 per e<"nt« A different treata^nt in 
the form of either a basic exemption or a lover tax rate ma 
sttsgested for small eoapanies* The tern 'borrowed capital' 
nas defined as an aaoont calculated at 8 tloes the net 
interest paid bjr the cMq^ aajr tewaris borrowing during the 
year. Vev industrial eoapaaies were r^CMnended to be 
exeapted froM the levy for a period of 6 years from the 
ii 
date of their iaeorporatiott. Up* M«l>. Cliitale estimted 
the revewie prodiieHeity of the pr»peaed levy and found 66. Cliitale, K«P*t flM Umalias CoHdtteet l i » f l l i . , Final 
teportt »• Ml* — . 
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tlut% %• 70 erope* would \m avilabl^ from iioB-eov*FiMMii% 
eoiiipaiil<»f ftloii#« Capital l«v3r vat 8iif(t#fft«d br th» lilMtlido 
CoaBitta# with tba fiaaiiblA advantagat llkas dtaaeupaciiii 
iaafri^etivA and iMSteful use of eapital, el^nsklng avold-
aoea of v^alth tax through tlie R»»dlia& of elos^ly h<«ld 
etmpaoiefl and checking avoidable capital fizpMiditttra and 
iMiprovingB ftto* A^apt from th(»8e advaata^ei tha gr«at«at 
advaotagft of r«»plaei&g turtex by a capital levjr would not 
co&e^ntrat#» on nom larga eompanirs having largar profits* 
ha th« base of capital levjr is very vide (unlike profits) 
tbose eonpani^s also vbioh due to some r^^ast^Sf are not 
<»araing profits will pay some tax in the form of capital 
levy, f^ roa the point of Yiev of revenue protuetivitjr toOf 
substitution of surtax by capital levyy idll be advantageous 
69 
as revenue froa surtax was %• &?«6 erores (^m^*) in 78»79 
while the Wiaohoo Coosdttee estinated a revenue of Yts«70 
orores oaly froa tton^gevernaent eoapanies. Thus the proposed 
capital levy is suab superior to the present surtax* 
Another line of reforsi in case of corporation tax 
is the total abolition of •siurcharge* or its nerger with the 
aorporatloa %ai« k autaharfe of 6*1 per cent eo l&QiSe-tax 
woo levied an oonpanfoi la I t n n« the tiae of Bsngladesh 
aviaia* lH l»7i this tiitalMWfo una rained to d per cent. 
2 8 2 
la eaf« of pftrsonal Ineoas tax •urefiarg'i haa ita OUR aigiii« 
fleanea aa tto* r«vftiiiia fren th« itvm ttxelitaiv«Xr i^ ooa to 
tha QSnion Qovarnavnt* But aureharsw In eaao of eorporatloa 
tax doea not bav« tbia al^Qifleaoe# aa tbp revenaa froa 
corporation tax la not shar'^ vitb tb» 6tat«>8, Tbua for 
profldlng a r#li?»f to cowpaal^a attrcbari?** on isorporation tax 
abottXd bff aboilab«d and If Oov^ rnmc^ nt cannot afford tba losa 
m r«vf»nua 9uraharg<» abouXd b«» worird with th#» basic rat««a 
of corporation tax. *^atlonallaatlon of rat«» atruetur** of 
corporation tax on tb«»*» lln^a imy brln«? lar«5<*? r«»«na«i for 
tba Oovernm)^ nt and 8id« bj 8ld(» provide 8OIB# finimcial or 
adnlolatratlvs ( in fsalntalnln^ varloaa types of r«»eo?d8 «te«) 
r^Xiaf to companies. 
Tftillkw tba imaltb tax in vbleb tb# ratfi structure 
could net ba atabXla^d no ebanga baa b^en Introuuead in tba 
rata atruotura of gift-tax alnaa X970 and tba praaant rata 
atroatora aaaaad to ba oa ratlonaX Xln»a, The onXy r^forn 
vblab la naadad in tba gift tax la tbat glftaisada by a 
p#r8«a froM r»ar to jraar ahotiXA ba aggragatad* According to 
tba Hanaboo Coahlttaa tba praatiaa of apr^adlnt gifta ovar 
a mmbar of raara la tba a»8t laportaat satbod of avoldanaa 
or raduetion of gift tax and aatata dtitr, ^ tba vorda of 
tba CoMRitta«9 **8lnea a parson Xivaa far nany yaara bat diiHi 
only ana*! ba aan ae arranga for bia affairs tbat at tba tlaa 
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of hit dftatb ti« l«av«f ffith^r no «ftat« ef~iaftU. on^ o^a 
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vtoielt * v«rr l i t t l# iatr i* p«y«l>X««" AJ tlw r«t«f of 
$;lft tax •?• proitr«e8iir«» a plami«A apr^ad-oYor of Kifts 
attraeta nlniiaaa asouot of gift tax. m ord«r to pXac thlt 
Xof>iKbol^  ttiA Coamdttoo r#eoAm«iid^ th« agtrngfttion of gifts 
Quritt^  th* provlout S 3r»»ap»» It vaa provided that ?|ift» upbo 
a total anoant of Rs. 1,000 in a jr^ ar nay b# #x@mpt<»A* Oifti 
?Ba«5« in any y^ar aboiiXd bP tax«id by applsring th« rat« 
appFoprlatA to tb« alab in vbieb, afttr aggFAgatioB, tiM 
flifta mm&m in a partioalai* y^ar falla* Sin^g^atins the 
ai;gr»Ratlon of ^Ifta thn Manehoo C«sBiitt<»e eoneludi^ d, **M» 
are eonvine«4 that auoh aggpi^ fl^ ation alon<^  would iotvodtiea 
r^al progrftsaivity in oar gift tax rat«flt and ppoveint tax 
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pajmra fron *njoyin^ unduw advantagt by spp f^ading ov«r ^ifta? 
Bat tha tyat#ai of aggregation %itiieh vaa aboliahad in 1066 
baa net baan raintrodaoad ao far* 
For raforaa la tbo proparty taxation tba Coooittaa 
alio aoggaatad tba uBlfiaatioB of gi f t tax and eatata duty. 
Iki tba warda of tba ^Mdttaat "Mi raaoaaand that tba 
prinaifla of aggragation of gifts sbaald ba axtaadad fartbar 
sa as %• aabiava aoaplat* IntagraUtB vitb aatata duty. For 
tbis piir999m tba prtnaiyla valna of tba aatata passing on 
70« Vbo HiMsbss eaaiAtta*, i i * i l i t« f >• ••« 
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d'^ ath should b# «fffp«g«t#d vith tb# t«3rabl» f l fta n«d« 
durlQff 11 f* tl««» «^%«t# duty should b« f irst ealeulat(»d 
on thm Avmrm^mtiB aoount and than erAdit allov»d for th# 
)^ift-t«x paid during l i f e tiB!«»« This v l l l aeenrm oquallty 
b^ tv(»@n a p#reon who i^kes ^ifts in his l ife-tlme and an-
other vho leavf^s hit property in i t s «»atirot3r on his d«»atb 
to his hoirs." *%tlonalisation of property taxation on 
th(»s«» lint^s msty Incr^as^ th« revenue productivity of the 
taxes. 
6 - meifiei4qg fhe Prav^aians of ^^raotions^ J>eductiQn8 
' JT^MiiTSTIJTWlTjErrri 
Two alternatives were susjgested to the Wanchoo 
Comtltte* for si npll float Ion of exwrptlons ^to«t(a) various 
exemptions and di»duetlons in the tax laws should be replaced 
by a single eonsolidated alXowanee so as to achieve greater 
siHpllelty in the understanding of the law. (b) Alternative-
ly it was suggested that all ex«Biptions should be done away 
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with and tha tax rates substantially reduoed. But in th» 
words of the ^ oaMitte«9 ** ^tlaeb iadividual exenption or dedue-
tian hat a spaalal purpose to sarvsi and is aeant for such 
of tha tax payars as satisfy spaaifiad aonditions. Any 
79. illA*, p. UO. 
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att#iipt to eonaolldat* the* vaMou* exemption• Into an 
oahibtit allovane«» woald nak# thorn til!;hl]r inelaatle and 
74 
8<»If-d«>f f»at InK •*» 
Now thp Iflsportanc© of appclfl^d ox i^Bsotiona and 
diodmetions hPin^ f'sta)xLlah<»d v*» proc««d to #it8iBin^ th«» 
various provielona of «x»!!!ot?'»n9 *»tc» which ar«* not on 
r««a8onabl«*» expounds OP irtiloh l^ad to ppobl^ ffls of tax -evasion 
and tax avoldane« and thut shrink th«» p«»v**na#* ppodnctlvity 
of tax stpuctupe, "^xeaptlona and daduotiona «»tc. aPf» moPR 
Important In ca8«» of lncoJB*» and property tax^ ra levl#»d by 
th# Union Oovarnm«>nt» thep<*foro, w® pro«««d f irst to ««ixa!nin<» 
^xeluiion of agrieultural inooi8«» from tha purview 
of th« parfonal ineona tax lavlad by tbo llaloB Oov^ rnment 
r^faXtf in ahrinkinf tax-baa« of ineomt^  taxation* Though 
tha Finanaa ks% 1978 providad a partial intagration of 
affrlcttltoral and noii*agriaaltiiraI inaoaa for tha purpoaa 
of datarainlBf rata of tax la aa«« of Bon^acpiealtural 
ineoB# yat tha aaaaura if net ytmry affaetiva for broadanlng 
tha baaa of ineo«« taiatioil* Mbra affaatlva taxation of 
agrlaultural inoo«« by tha Stataa say Inaraaaa tha rayanua 
ppodaativity of tax atmatava* 
74. 1IIA&* P. no. 
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In oas«4 of p«r8<»ial Ineowt tax a eone#9fional t«x 
tr<*8t!n«nt hftt b^ mi fiv^ii to eoo9<uratlVA soel«itli»t ftlnott 
from thm vfury Inewptlon of th» iB0V9m«iit« Th««» eonocisflloni 
bav0 buen revi»w»d, «»aXarged or aodifi»d frota time to t laa. 
Cooperative 8ooi«"iti«>a eoiin«et«Ml with agrieaXture, banking, 
rural cr*»ditf »!»llk produotion and eottajr^ industrip»» enjoy 
complete exesptlon from tax ^ l l e cooperatlf? aocieitiea 
enf«?P5ed In other aetivit ies are liable to tax <Ki th'^ir 
fcuslnesa income In excess of %• I'O^ OOO, Tbe Finance Act<P) 
1971 farther widened the field of exemption by extendinf 
i t to the bdtin(»88 lncoi»« of labour cooperative aoeleitiea 
and cooperative 8oei«»itie8 ?»n^ aBed in finiablns? snd other 
allied pursuits• Though eneourap i^ni; cooperative Btovement i s 
necessary in order to achieve some socio^ectmomio objective 
of aoonoaie srnwth yet a eonoessional treatneat of coopera-
tiva •••iatitoi raiulta la large aKOoat of tax avoldaaea* 
A larga anabav of faka eooparative sooiaitiat ar# foaaaA in 
9rA0r %9 asaapa tba kurdan of higb tax rates. Aeeording to 
tba prinaii^las of aoaparaiiva sealatias« a society should 
have dealtma witli i t f Masibara only. But a large nuabar of 
aoftfavaUYa taalatlaa ^«va teaa fataad la various fields and 
thay aarry aa yagalar pvaflta awaiag activity in the saaa 
way «» Mr 9Mhm9 kaiiaaaa wiartakiai bat aajoylag coneess-
iaaal %a« traataai^. Tm taaraaaiaff %IM raveaaa produativity 
af iaaaaa ta« i t i t aaaaaaivy tiMt tiaaa laalaiiAat slMaU 
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bfi tabj^et to eoapanr rftt(» of tax on th^lr ati«atabl« ineon*. 
Tb# cone*stlonal tr^atm^ot Riv«ii to ebarltabl* and 
FAlifiouf trusts ote. i s g#n«>rally abusnd and this results 
in tax avoidanee, A ri»e<*nt study "nad** by th^ I>p>paFta*nt of 
Company Affairs of 76 trusts of vhlch 6? w«rf charitable, 
Hhovfid tbat tbn business houses cr«»atin<; the trusts had 
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mostly appropriated th« trust funds for th*»lr own bu8ln«»8s. 
Tha Wanohoo Coaiailttft^  8u^ «i:«»8t<»d 8(MB*» chan?'>s In th# 8y8t*»!ii 
of conoASSional tr^ Mitment of r««ll? l^ous and oharltablf* trusts 
and ttmp> of th«>8^  ehans^ a^ ymvfi incorporated in th« Ineoma 
Tax Aet 1961 throutfh th@ Finane® Act 197?• But somn other 
raeonniAndations roada by tha Viianohoo Coii»ittf««» havn not ba«ai 
aeo«pt«»d by th«> Ck>v9rnmdnt. It was racMtmanded that a l l 
*ghost* or anonyaous donations to charitable trusts should 
ba taxed at the rate of €6 percent. Religious trusts tsay, 
however be left out of the purview of this provision (para 
9.679 p. 8f )• Tlie Cosnittee found tliat la spite of so nany 
restrictions thare is auch scope for investing trust funds 
to the benefit of the persons connected with the trust or 
for the benefit of the businesses controlled \ff suab persons. 
la order to avoid this possibility the Coanittaa recoaaended 
that barring the original corpus, there should be a total 
76. gMBunr Jhn Hit i t i f i - Ammal Nttabar» 1070« p. 4S. 
29 S 
ban on trusts Investing mny of th^lr ftands In any business 
eoaeernsi ineludini; s linit«d eonpany (P«ra 3*89, p» 8?)» 
ThASA r«»eoiBiBi»ndati9ns, if ace«>pt«>d« oajr plug further loop-
holm ai^ cheek the practice of tax avoidance in casn of 
r<?»li^ ious and charitable trusts. 
The eoBtpany taxation in India also needs review of 
exemptions, deductions and incentive provisions in order to 
increase revenue productivity of the tax. ^h© structure of 
corporation t&x in India is complex due to large number of 
disallowances — partial or total, concessions and incentives 
etc* The companies mjoy certain incetives like the five-
year »partial» tax holiday of new industrial undertaking, 
lower tax on inter-corporate dividends and lon«? term capital 
gains, aocdlerated depreciation generated by tax deprecia-
tions provisions, development allowane«»s, and set off and 
carry forward of losses eta. 
With regard to daduetibla expenses tliough **ttpreason-
•ble and excessive** expeotes are disallowed yet it is left 
totally oa the dlseretlan of lneoae*tax officers to decide 
which expenses are neeettary asA wliieli are excessive and 
sbeQld net be allowed* Tbit elattie definitloa of expenses 
as*permissible dedoatians* reattlt 1 B aoBsiderable loss to 
gevemmeBt* In wUr %• ekaak %bit teodeney a alear eat and 
selentifia definitiaa sf ^idmatikie expeotes is necessary. 
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Th« provition of *fltandax*d d4»dttotlon* In c«fl« of sulariod 
«»iiplof««»« for tti* parpose of p«r0onal ineoB*-t«x hat flmpli-
flAd thu tax ftruetura, aueb t7p» of tyat^a may alao b« 
adopts in oaf9 of eompany taxation* *rhi8 provision vill b# 
helpful in simplifying tb^ corporation tax structure. 
BevenuA productivity of property tsxss If^vi^d by th* 
Uhion Ck>V(!»rn'!i«nt llkf» annual v«alth tax, gift tax and f>0tat«> 
duty may ho incr*»a««d by rationalisation of i»x*»'aptions and 
deductions. The v^ry obj^ 'ctivft of the wealth tax is d^fpated 
du«» to a larg« number of i»x'=mptions allovi^ in thP tax. Th« 
Plasticity of tax vl<»ld with r«8p«»ct to tax rates is v«ry 
sirall du*» to thi»s* ftx^mptlons. On thi» basis of tax ratos 
prAvailln^ in 1971-7? (Assesamant y»»ar) T.N. Krishna calculate 
#d th# inoidi>ne«» of wialth tax in India. H A found that th« 
•ffactlva rat» of v«alth tax vas only 0.6 par o^nt du« to 
larga nuabar of axeaptions. For incraasine; th» rifV4»nu« 
prodiiativity of tba tax ba soiKastad a broad-basad prop4»rty 
and nat waaltb with ralativaly low rataa but embracing a 
76 
faatibla aaxiauiai muibtr of pro^arty and vaalth holders. 
lA raaaat fmmrw •••a ttaps have been taken by the 
OvverMMBt t» lai^se taaa veatrletloaf an exeaptions or wibh-
iraniiAf thea ^mrmwr nateiaarr* IRiier the Pi nance Act 1971 
(9) the liMia exaaptiaa af ii* 1 lakh ia eaae af individuals 
7i. TA MHHm^^ummm af »^»»eHjr mA Vet > a^ith in 
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and %• P lakbfl in eavo of RHP vaa alto IncludAd in taxable 
bat«» one* th# wealth of a p<»rsfon b«»eom*>8 taxable, tlhdep tti» 
taiBw Act «x««aptlM available for bouB*»hold or p#rtonal 
J«w*»llr7 and for 8har«» forming part of Init ia l eapit*^! 
i8sa# vat vlthdrawQ. In %hp cata of conv^ iyanoe^ a tb« »x*»mi>-
tlon vas lifBlt^ to %• P8,Q00. Th^ provision of f»xcltt<ilng 
froffl aggregation th* asf^ta transf<»rr«H3 to chlldr#»n and 
8pou8f» \me dtm^ aw*? with. ?h«»8?» pr'jvlslona w^ r^f* *»xp*»ctf»d 
to yl*»ld on additional rAv<»na*» of ^, 14.6 cror**8 w.i».f. 
l97?-73 (Asspssra^mt jr^ar), tJnd«»r th» Flnanc** Act 1974(1) 
8«»parat«» ••x'^ aiptlon In ro8P*»ct of farra houap vas %rlth«3ra%in. 
Tax pay*»ra nmvp glv«n option to clalBi px's'^ otlon of only on« 
hou8«>| It tnay b« farm hou8« or any oth^r housw within thi» 
•xlstlnf llwlt of %. 1 lakh, rior to 1974, ri«?ht or Int^r^at 
of thA tax pay»r In any Inauraneo policy at thm tlts^ of 
naturlty of th# policy %r»»r<p» «»x#mpt^ d from taxable wwalth. 
In ordar to avoid vaalth*tax th«» tax payers t'>ok alngla 
^raaaltM pollelaa of nmrj larg* amounts, thn Finance Act 1974 
provldad that for qualifying thla ax^ Msptlon pr«»mla ahould 
iwva b««n paid ofar a parlod of 10 yaara of mora. In ordar 
to aliaak tax avoldanaa in «••• of H^ baaie «>x#fflptlon llntlt 
«•• r«»dtte«>d fro* tt. 9 lakba to %• 1 lakh tmd^ r tha Flnanea 
Aot. 197e. IHipita of tbota aaoauraa for Inoraaalng tha 
Ineldanea of woaltb tax thoro oxlata ooao aeopa for witiK 
drowinf axaMotloiio in tlio followlBe fioldat 
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(a) '^x-rul'^rs e t i l l gwt som« prlvll«i?pd tf#«*m«nt in 
c«s# of w««lth tax, fhmy «p« allov*fd »x<»mpti9a la 
r^ sp^ c^t of hwlrlo'jn j«wnlX#rT and th«lr off icial 
£>p»sld«)no«^ . Th«»s«» prlvil<^«;^8 should b*» abolished. 
(h) Th« «»»»mptlon in caa« of boua** property which vai 
re«trlct«=»a to 8®lf ocoupl#»d rf»sld»ntial proo^rty 
only wa» ©xtendi?»d und#r Plnanc*» Act (?) 1971, to 
oov»r a l l hou8# properties. All housp props^rties 
may lnclud»» f»»pn Xet<-oat bualn^sa prf»mif?»8» Th© 
Wanohoo Coofflilttc^ e eatamlned this «>ise?nption and 
eonclud#d, •• Wi* tt^f^l that there la no ^uatlfioatlon 
for such liberalisation* We recommend that the 
exemption should be available only In respect of 
property us*d exelusltely by the assesae for his 
77 
residential purposes.** Thus the ex-^ mptlon available 
in eass of let out house oroperty should be vitb* 
drawn, 
(e) Tha exclusion of corporations fron the purview of 
wealth tax hat baen a source of tax avoidance, tkitll 
1900 wealth of th« aorporatlons was also taxed under 
the wealth tix* ^lia axeeption of cMpanles fron the 
laavy of wealtli tax hat led parsons to buy or 
eoastruet iHWVtM* pr^artiaa tbrough tha mediua 
77. Tbe HMthoo OMiittaat i i«cU«t »• U7* 
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of elt>»»»ly h^ Xfl oonp«ni(»8. ^w* it »»ry low rit^ " wealth tui 
on eorporatioQs would provide* « subttantial ravcnui* toure*, 
th# tax b«»«» of vhlch Is l ikely to lncr#mi# 'nor* rapidly 
than Individual v^alth and vhieh would b^ siiipl4» for adnlni-
ftration onc« a taitablfl corporat** carlt"! baa** la d#fln«d. 
Th© pre9?»nt structure of gift tax and ^^ atatp- duty 
bat \iffin erltlciSAd due to a large numb«r of ex^mptiona 
allo%?t?»d and th** basno© of av<»ras?ln^  sjlfta tran9fp»pr^d in the» 
pr«ivlous 7<pia^n» F.evlmrt.n» the Indian srift-tax in 1959, N, 
Kaldor on whos© specific recomraenfiatlon tb© tax was introdue^^d 
felt almost bound to disovo par^^ntage, on grounds of tbe 
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exe<»8sive i^ x^nptions and absence of averaging. According to 
Cutt the different *»x^!3tion l i s t s and disparate rate struc-
tures of gift tax and estat** duty constitute niajor demerits 
from the point of view of revenue productivity. Jls longi|f^  as 
tha two taxes ar» not integrated, opportunities for avoid-
ance - and thus reducing productivity — will remain. 
For increasing revenue productivity of f?ift tax, as 
far as possible transfer of gifts %rithln the faailly should 
not get concessional treatment. ** A nusiber of exemptions,in 
the words of Cbawla, eurrantly granted are in the nature of 
78. Qootad by Janes Cutt, aA«fiili*t 9- ^0< 
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prlvil<*K<*f to <»ir-rttl#rt of formftr prlnei^lsr fft«t«ff (uid to 
M-^ wb^ rs of i*»!;i»l»tur«*«? th«»« «rff unfair and thould b# 
79 
wlthfiravn." fh« afl;«{r*»fli*t^  aIlovano«» for «5ift by an Indivi-
dual to hi a or h#p tnoua** vf*r^ p<»due«»d frop %. 1 lakh to 
t??, SO thoufltnds In 1964, but st^ll i t la ¥«rv hlsrh ai^unt. 
If th«» princSpl** of a«?»r#»9'ation 1« not adort*! th# a»r>unt 
may b© p<=»duoid to i*i> PO, 000, Thla ^«n©rous allovancA 
ppwients on obvious ra**thod of avoidlinsj *»8t«t<i taxation 
throuaih transfer of i|ifta 8pr<»ad in dlffflp*?nt y**ftps, Thf» 
Wanchoo Corainltt*'© pointf«?d out th« practic«» of avoiding? 
income-tax and wealth tax l iab i l i ty by transferring gifts 
throus?h book tintrlfis only ev^n wh^ n on th« date of sjift 
cash i s not available In th« books of thft doner or of the 
f i m in vhieh h<* i s a partner. For pluKginf» this loop-hole 
in the syste«'/of direct taxation the Committpe reeoimended 
that a ftlft made by any person by iiiAans of book entries 
alone venld not be reeofnised as a valid ^ift unless i t i s 
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aeeonpanied by physical transfer of cash. 
Its easa of eowiodity taxation levied by the tlkilon 
Oovernnent exasiptions are granted to eneourafl!«» a particular 
type of aotivlty aacli at axpanslon of saall scale industries 
and exports and davelopaent of indoatrles in baokward areas, 
Btit Sttse of tba •xaaptioat ralatlni to final produet (glass 
into taBflatt iatonwl •mtmB^itm aafino fittod to agrienltiiral 
70. CiWiU^ 0»i^»f'ftm^|j^ * y ^ f y inJh^atBa—itiMt r'UbUon-
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tractor «tc.) allowed In union «»xci8« duties ar» und««lratol« 
and should b«> abolished. Conc<»asl9naX tp«>atm#nt to small 
sonlm IndustPlM leads to dl8lnt«»Rratlon of industries and 
this beco-oes a source of tax avoidance. The Central ^'xcise 
81 
(SF-^) Ei>vlew Coramittee found tax evasion on »ery large scale 
going on in excise duties due to a large number of exemptions 
allowed. Hence all the concessional treatments and exe^aptions 
in CAP«» of excise duties should be vithdravn wherever these 
l«»ad to tax evasion and tax avoidance, 
T:xr'aptlon8 and deiuctlons allowed in taxes levied by 
the Stateg shrink tax base and thus result In smaller rev<»nue 
to the States, ^ «captions and concessions granted in any 
State tax ar*» not as damasslni?, from the point of vl«w of 
revenue productivity, as these are in case of agricultural 
taxation. The recent stoops taken by the Punjab and TJ.', 
Ooveranents In exeiaptinf ssiall holdin«;8 from l«ad revenue 
rwsttlteA in considerable loss to Oovernaant exchequers. If 
•xeaptions grantad to soall farmers in aoise states ara with-
drawn largar ravenua aay be eellaeted and incidence of tax 
on tlia faraars will not be vary (ligh if low rates of land 
tax are ai«pta4, 
Mffareat typtm of aa—iiitiat ara exaaptad fron 
•alaa l«m%iatt in diffareat Stataa, Caraala an« pulses which 
81. fil* ill* 
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aecount for a contld#rabl#» proportion of food «3ip«iiditttro 
In India ar# *»x««pti»d from talat tax in a«^ v**n States• Wlth-
dravl of th*»s«» ••jreniptloni nay briniaj sufflcl«»nt a!iK>unt of 
additional rev»nu«. A larK«» nurober of f^ K j^flptiont from 8al<»i 
tax in cas«i of eofl!Sodit1.»»8 lik«» Batch boXf te^'PO* •»«/**» 
cowoditlp» raanuf«etitr*»d in villa!»<»s unG by cooo«^atlv«> 
aool«ti*»«, a n«Bsb#»r of hand mad* ffoods lik*» hand p'ad** oap«ra, 
bandlo-»m cloth Rnd «»ai'th-var<»' «tc. ar« 9/»n<^r?3ll7 pjt^mpt^ 
tvom 8al«a tax* ^ 1 th*»a» «x»i!ption» should b« r«vi«w*d and 
withdrawn i f n^o«>ssa?y. Senrio<>8 aret t;<^nerally excluded from 
th«* purview of sales taxation. Wherever these services are 
rendered to affluent saction of the society and do not raise 
administrative^ problems like dry cleaning, rental of hotel 
rooms and photo finishing etc. laay b«« included in the purviev 
of sales taxation. 
Thas« for InereasinR the ravanua productivity of the 
present tax stmatare diffarant typas of axaisptions and 
eonaessions allovad in tha various taxM levied by the Union 
aa veil as State Oeveraaents should be reviewed and these 
should be withdravtt vbaravar thata ara not necessary. 
l^atlonalisstian of Indian tax structure on these 
Unas «ay iaeraas* the ravaaaa produativity of tax structure 
aad aay rafora tha tax struatora in order to satisfy other 
eaaaas of taxation l ike s i«pl iaity, acuity and adMinistrativa 
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eoBv<*nl*»ne«» »tc. But reforms In th<» tax «tructuf« al<»i« 
&r«» not iiafflei«iit isiXesa thes« ftr« aect>rtpuil»d bjr rafornw 
in tax adffllnistratloQ. 
6 . T.^forma In Adainlatgatlfe '^^ rocgqaref« 
TboUf^ b <*xaralaias a l l the proceaur<='s In colli^ctlon of 
dlff«r*»nt tax*»8 la beyond ttift 8cop*» of tb^ pr«s»nt vork y#t 
!mjor df^ f^ t^e of tax adminlatratlon, which r«>8alt in tax 
ar«»^ ars, tax r-vasion eLn6 avoidance and low tax coOTolianc t^ 
ehould h'? found out and #»fforts should hp> rad*» to r^ roov^ tht^ n. 
In th« words of Chokahl Co!nraltt««, **0n<» of th*» t^att 
of Rood adffiiniatration of juatie^ i s the 8p#«d with whioh 
th<^  matter i s daoid^d by th^ appropriate authority. Today 
th# eourta of law are flooded with eaaea and th«» arr<»ara of 
ea8«a ara alarodng.** Tha CoiRnitt9« furth«>r h<»ld th«» vivw 
that tb* problan ean b« taekalad by anturia^ that th<> araa 
of l it igation ia ainialaad and by anauring that what^var 
l it igation ia iaavitabla tha aaaa ia diapoaad aa expwditi-
•ttfly aa peaaibla. fba Haneboo Comittaa auftr^atad aooM* 
naaauraa to rafora diraet tax adainiatration in th# country. 
Aaang otb«r tbina^tha CoaMittaa aoggaatadi 
ira U.P. 
Lt tl*fili*f ^Btaria Raport, p. 40| 
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Coapulflory !»lntf»nainc« of aeeount* br *11 p^rtont 
in profession and tniginf^ flf vhwr© th« Ineoa* 9xcmmA§ fti.?6,000 
P€»r <minaa OP th« turnover ar<* iQ ^xc^ts of P*6 laJths; p®pm«-
n«»nt account nuab#i? which fsay 8«»pvc as effficti?© tool coabat-
Int tax **va«lon| ooir'Uisoffy aafilt of accounts in a l l cases 
of businuss and profession wh*»r<«» t»» totnl sal« tumovf^p 
*»xc*»*»d8 lb. 6 lakhs OP th<«> profit b<»for*» tax <»xc?<*ds 
Pi, 60,000? wld*» powers of »tiPV**y po8s<»^ 88'>d by tb«» f'ax 
L«papt!n«nt| cbpcklnt; und#»pvaluatlon of Iwnovakls prop*»rties 
and ap«M8ln«? social con8cl*»nc«» against tax evasion mt€, 
A lapi;^ nuabap of p««soffi!8«»nd«tlon8 of thf» Comesltt^ ^ 
fop p«forBi of tax afialnlst ration w«p^ Boc«pt?d by tha 
Govamnant and inoorporatwd ln-»axatlon- lava und#r Taxation 
LatfS (AflModmant) Act 1976 which easia into forca v.e .f . 
Octobar 1, 1976. "^ ha 4et | asiong othap things ppovldad fop 
rlgoraiis iapplsooaaat upto savan jraaps and flna whapa a 
parson fallad to daduat or pay or sought to avada tax In 
«iM*»»§ of fti 1 lakh. Qndap tha Aat tha Cossilsslonap of Ineoaa 
Tax has baan aspovarad to authoplsa saapeh and salsura 
Irraspaetlva of vhathar tha parson vlth raspaet to vhoa 
tha saareh Is authorlsad i s assassad In his jurlsdlctioa or 
not. Tha Aet aada paaalty provisions for dafaultars aora 
tf fiS*ftJL!l« f PP* 18*M» 
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t tr le t . Th« basis for l^ny of penalty for conce|jB#nt of 
ioeoBW vas ehang<id from IneooM^  to tax* Th« samo erltoricm 
was follovf»d in ease of voaXth-tax. Th<» islnlmum and aaxlaiua 
aipount of penalty ranged b#tv*»«»n th# amount of tax soui^ ht 
to hp f»a^ «»cS aiS fiv*» tlm*»8 ot th« aiiount, ialnt^nance of 
accounts was Tiad«» compulsor? for a l l as8f»ss«8s carrjrlnf wi 
a profession or buein«»ss wh»r« IncoBiP #»3rc«»*»ds ^, P6,000 p#»r 
annure or turnover Is In iaxe**«8 of %• ^•^ lakhs, Vrsons In 
business or prof«*snion wfth Incn"!^  «^c*«35.n€ "5, 60,CX>0 or 
ppoMpts or turnover fiarceedSng "% 6 lakhs wsuld carry on 
additional obligation to gat th«»lr accounts audited. In 
easo of property taxes rnaln probl«»in arls*?s du« to question 
of valuation of hous« properties for th« pur9*^ 8«» of deter-
mininff th# w«»alth tax payabl*» In v<»alth tax asse8sm«>nt. At 
prasant, tH«r» i s no dafinlt# yard stick by which tha valua 
of sueh property can b* d«tarmin«d, Valuation i s dona by a 
•aluatlon Call in Iheoaa Tax I>apartBiant and i t is oannad by 
«»Bgin»ars drawn froai tha Cantral ^^ablle works DftpartiBent, 
In tha words of Chokslii Coanittaa this pFoe#dur» has lad to 
andl#8s l i t igat ion, (Xataria Haport p. 49, para 14,1), Tha 
Hlfli CMirt i« savaral aatai (0»«ai by tha C<MMiitt»a.Ibid,. 
^ r a 14.P) hava andorsad tba vlav that dat»rainatlon of 
valna af immvabla propartlM vitb rafarana* to tha inaona 
IprwiiM m Ml* WUMHAM (piii* %M t to anttart of valuation. 
DIM %• tbia raunn tb« Cb«k«bi CMBlttaa aontXndad, wa 
%b«ti»t»Y» vaanMwnd tbaH inlMt of b«ttia propartlas tboulA 
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bf d#t#nRln«d by thu method tjf caoltallsatl'sn of th# r#turn 
•etuallr p«»e#»lv©d or vhieh eoulrt i»i»Aaonably p»oMv*» from 
thoi** prop»rtl#«.** Th« Cofsojltte« furthf»r h^ld th* vt«w that 
besides providing a »al#» Indax for d^twalnl ns? tb» iialu# of 
housp prop«rtlPs th« su?rg?>8t#»d syat^ ^a would alto put an «»nd 
to *»ndl?»s8 litigation* Tb<*rr would b« economy in coll«*ctlon 
of tax^s also at ttot^ total ^xj^f^na^a Incurred on th# valua-
tion oel l i throughout the country during the financial year 
85 
1976-76 wpr«* ovpr Ss. <?4 laikbs* For almpllflcation of adrainis-
tratlvp proc®dur*»8 of d i r ^ t tax«»8 Ipvi^d by th# Union 
Oov«*rn»n«»nt tbft Choltsbi Committee «»3taralnpd th<» QUfatlon of 
consolidation of four tax laws, na!!i«^ ly Incoras tax« stnrtaXf 
wealth tax and f!lft tax, Th© Coiinaltt?^ ** con8ld?»r«»d thi^  tbr»*» 
m 
alt«»rnativ*8. 
f" (a) All th» four taxwt should b« dialt with 8^oarat# 
A«ts, as tbas^ ara today. 
(b) Tba sttbstantiva as wall as proeadural provisions 
partaininf to a l l tba four taxas taay b« eonsolldatdd into a 
slagla A«t. 
(e) Tha sttbstantiva provisions partainlnt to tb« 
f*iir taxas amy oontlaiM %• ba tha subjaat aattar of saparata 
M* ikiA«« P* 49, para ]4«f. 
M* lklj|*f P* 60, para 14.f. 
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Aet« «• at pr»s«nt, bat th# proc*»«ai*«l ofovlslont F«iiipding 
a l l tha four tax9S way h» canttilldat#»fl into a aaw f«»parat«, 
aingli* Act. Th© Commltto* praf^rrad tha last altarnatlva 
and 8Uj|g««st(»d to ka^p sabstantlv^ proiritlons aa lataet and 
oonsolldatin^i; th« pr9c*^ up#»8 iit<> a aini{l«^ Aet irtiloh tha 
CosMittfta terpiafi aa f^enagerpnt Act» Th^ Comiilttaa racwaam^ ndfNl 
oniformitF In the proew2ur«8 pplating datarmlnation of tax 
baaa and tha quantum of tax* tba proc^uras for reoovary 
of tfea tasr and proca<Sur*f rfilatinsj to panaity and protacu-
tion c»tc. About consolidation of prooeduraa in tba four tax 
lans tba Costalttaa concluded, **The enaotmi^ nt of a single 
.^ natam '^nt Aot on tba Unas of our rr>cora?ii«*^ ndationa would 
("JO a loof way In iitprovin^ th*» admin la t ration of tb*» dir<»ct 
tax lava. If th«> adi!iniatrat1v# proe«»dur#a al^ut diraot 
tax lava ar^ rationallaWI on tha linaa euf;«;<*st«*d by tha 
Cbokalii CoiBBittaa tba problan of avaalon^ tax arraara and 
litiffationa nay ba eonaidarably raduead, 
Tba Jha Coaaittaa raaoanandad aoma r«*foma in tba 
88 
proaaduraa for oollaation of tftiioo axoita dutiaa. Tba 
Caaalttaa mapbaslaad alialnatioa of avoidabla dalaya and 
diapiitaa* For tbia porpaaa tba p999tmB of fifing a final 
M. Tilt Jm (KMMrttlttft tt*8ii*f 'iBAl «apor%, Cbaptar II . 
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decision on al l issu^t such m» elsffsiflcation and valuation 
and th« grant of refunds and r^batps should \» apf»<^ «d QD 
to tha Rjaatlmuai «xt«»nt possible. For this puppo«p» the 
CoiBBilttwft «»Bpt)a8lspd three 8t«»ps8 revision of prooe^ursa ao 
that poaslbllitips of disputes and dlffwpffnc^s are rf^duced, 
If not elialnatedi rftstraeturin^ of machinery for appeals 
and Ff^visionsi end Incorporation of appropriate provisions 
to deal with situations in which despite reforsRi delays do 
take place. Classif ic tton and valuation were pointed out 
as emin causes l^a^lng to disputes and delays. Liffioulties 
of classifIcPtion and valuation arise due to multiplicity 
of rates. If broad categories of goods ar© taxed at the 
saroe rates, as suj?gested in the earlier part of this chapter 
( as reeoiBsended by Jha Conasitt**© too) the problems of 
elastification la aotomatieally solved. For solving the 
provision of valuation the Coamlttee reconmended to foUov 
ex-factory •elllaff prie^ of eoamodities. 
The Indian tta syatea i f ratioaalitad on thet* 
lines oay Inorease Ita biiilt*iii»r«veiiti« f lexlMli ty and 
•ay §9ryf the othar obieetivas of fi««al poUey in aora 
effective way. 
• • • 
C H A P T R B - V I 
m&mjSSf MR fflQQ^IOTi? 
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Indian tut sv»t«»ia h«« b<«"^  Ertxilflwl frorr; tlm«» to 
tlm<% on th» r«»c«^ Tn«ndati*>nf of various »^ p<»rt oowmjitt'«*«»a. 
In 9,.it«* of th^S'* 'notifications th*» pr«s«»nt s^ it-^ m la not 
a «?'"tlsfactory on'» froa tbf» i^oiit of vl*»w of r^ s'»urc<» 
aoMiia tlon for pconoaie de»pXoi sir-nt aa w<^ ll aa for aerv-
Ing othpr ob.1rctiv«8 of fiscel policy, '-^ h* Slifth Ian left 
an \jLnno^^rf^6 f ' l of ?J« ?",f^ P6 cror^ s^ i*i th«» 8chi»!!!# for 
rf^ pourcp rooMlisation. Tf iarg«» aisoa.nt of d«*rioit8 ar«» to 
hm avoidftd larsr^r r^sourc^s should h^ •'•ad» available* 
throufh tax«>tion which la conald«»r<»d to l*** th# b^st aoure# 
of r s^oure** moMllfatlon. 
If w* «<»xajnio«» th# contribution of taxation in 
flnanclnsr th«i Flv«»-Y«ar r'lana v* find that whatever grovth 
in th« rat# of tair r»v#Rtt« taak plae* 4urin^ th«a« •'^ lana a 
larf#r part of i t naa du* to diaer^tiooafr w>«aur«ia Ilk* 
ehangaa in axlatinf tas rat«a» vidwnint of tax baa«>a and 
iatroduetlon of nav tavaa «ta.y broadly tarn«d aa 'additional 
taiatioo* fey tlia .'lanning COR«iaaioQ, llbatav«r tai atruetara 
Mia abapad durlnt aaeb riv«*Taar Plan did aat aliav a btait-
lA»ra«anaa fUxibll lty* auffielMit to fiaanaa tba iaaroaa-
Ifif alsa of ?Ian audi Roi»-/'Ua •mpmAitwf la %ba attbaa^tiaat 
?laaa* rtirtbar* la tba afforta of additional raaoura* 
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aoblliflttion wMX*» th* p#rf?>r»«no«» of th* C#n%r«l S#ot9r 
had b##n fatlifiMitoi*r tb« .^t«t«f l«mr«»d ©adi b*»hlnd th«» 
tapfc^tt. Thoui^ b t;h# ta7f#t ©f •ddlttfinttl r««9are* wobtllfa-
tloo by tb« Stati* daring thf» Fifth "»lan «faa auppaatad, • 
Imvgm inetpmam In r«^ ®nu*» vma &u^ to h«airy Inflation In 
tt39 firat thfftft y«»ap8 of th*» ."»lan. -orins tb<» ^'ftb Ian 
8oi9*» Btat**» wld#n«d tb^lp tax baa* by latrDdueliR n«»w taxf»a 
Ilka afpleultural holdings ta:^  by Haryana &i& Hlmaehal 
t'rad«8tot ijrofesalonal tax ttf :iEiba!*aahtra and <adkya «^rad#sb, 
Vhfhan land tax and tax on maltl-atory balldlr;ge by Wf?at 
BAtni^ al and of»88i»s on ftiarkf^ t arrlvala by .Hin^ab, Haryana and 
Karnataka #tc. but du«» to low p^ ?4»na«» t l mlficanc<» of th^s* 
tax«»a %hm oatt«»rn of Stat#^ tax»« did not change mat<*rially, 
l4iftly« In thi» profraana* of emblllsatlon of additional 
r«»aottre<»a a liberal tr^atm^nt baa b«»n !|p»nt«»d to a<Fioul-
tural fMetor* im r«a*at ytara afHeultaral pi*odttetloa and 
ineoa* hav« rlf«a <ional4«rably aalaly do* to lapf# public 
a«eter lavaataant^ la airltiiltiiral r«aaarab« axt^nalon. 
Irritation^ oradlt and fartlllsora at*. Afrle«ilturi» la 
b«nafltt«d by iarga aaonnt of attbilAlat 1B varloua fornt 
vbleb ara not avallabXa to Aon.airlo«Xt«paX aaatora. in 
iplta of a l l tboaa faeta tba laval of afrtaaltoral taxation, 
bowovar, eontlaaoa to bo r«lativ«ly lov* 
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A taar ff3rtt«ni to »f>rwm t:h# ot>.1«etiv» of r^toure* 
aohlliffation shouXd eonfora eosi« id#aitt At fr«on#nt dlt-
er«tloiaiT ehangM «r« not d(»tlrabl« lart#r r«t«»nu# tliould 
eomti (kixn to inh4»r«»nt oharaet^rlttie of tax a7St<*iR vhieh ia 
t»3rr#d aa *bullt-ln-fl*itlbillty. '"ax ri»v««tt*» atoouXd auto-
Katlcally grow with tba ©xpanaltsn of baa*?!, wlthoat taking 
maoh dlaer^tionary etepa* in « food tax 8yatf»!!t c!«rfinal 
prop^^nalty to tax -*- addition in tax r^ itri^ nae aa a ri»auXt 
of addition in ineo'Sftt sboald b#» morm than unlt^r. In order 
to brinf? this quail tjr In tbi» tax »yitr»ii It should hav« the 
follovlni^ eheraotf>rlatlG8 9 
(a) "'b« prlnolol#» of horl«oat«l equity (^qual tr'^atispnt 
of <*q!ualt) and v«»rt1.eal poulty (un<»<iual tr^atw^nt of un-
Aquala) ahould b«» followed to th# maxlraura postlbl* *»xt*»nt. 
^ro« tlili point of tl»w Imrn*' di«parltl«»« in th» dlatribu-
tion of tax burdan b#tv««o diff9F«et a«Gt9rt of tha «»eoneMiy 
ap« not daalrabla. T|i« prlneipla of horiaontal equity la 
lesportaat froai tha point of viaw of aoeial Juatlcft In th« 
eountry but i t ia wira iaportant froai tha point of trlaw of 
raaooraa aobiliaatioii baaaiiaa i f m partiaular aagimnt of 
tiM aaaad^r i t wAwtmmA t to afforto of additional reaourea 
aobiXicatioa anffor* 
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<b) Cov#p«g« of tur gtruetupA it laportant faetor vlit«li 
aff«»et6 rftV4<«iiift prtidtiotlvifesr of tax aytttm, fiarrov eov«ra«# 
of popolatlon by taxation* narrov baa^t of C9tmn^tty taxaa 
ana #xeluaioo of ^arloua tfp^w of lneo»i«» aad pfop*rty from 
tax«tloT datna*** th*» p«v«na» i)?o<5u(?t"<vlty of tax 9vat<»r, 
'"xe<»9ai»» #x!?«n9loT of cov#r»i« whl<»h r«^al!:f Jfi too cowpll-
eatad tax ayat^a to b« baidl«ifi efficiently by tax admlnls-
tratlon la also not deaiPabl#. Therafor*, th®?« Is a probl*»r 
of optlaum cox^rana. 
(c) A tax ayatpffii to taoblis«% aufflclerit aaoant of pesoapcea 
aiiould havA a suitable patt" atruetup'^* *1*oo high pat»8 may 
pesult ifi tax #yasioa and tax avoidaiof* vhilf» t;oo low patps 
tmy PAStilt in low la««>l of p«»8oare# mobilisation. An id«al 
pat# atpuetupA is on* vhleh do*s not adv«»pa«»ly aff#et 
pplvat# aayingst iny<iatin»nt on on<» aid<» and bplnfs b#tt#p 
tax «»oapliaieft and lapfar PASOUPO^S to fov«»mmf»at on th«> 
otiiar. 
(d> Slnplieity of tax atp^etap# ia anothap Impoptint 
quality vbleli aakaa tax adadlntatpation aaaiap, brinxa b#tt»p 
%as aMmaianaw and raaults ia lavfar vavanaa to fovaroaant. 
(•) Viioiicli vapiaaa typas of aanoaaalona, axeloaloQa and 
daiaaUtM •%•• w saaatfary to ordar ta aaka tm atpuatapa 
•oayAtlUa altli «IM aaala-aaaaaala aikjaatlaat af daaalapMOt 
pallaiaa ia a aaaatif yat ifealv aalt lyUatlr aaaiisaa «IM 
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r«v«»iat i^roduetlvity of t«t atrueture, Th«refw», for 
inor^atlng th« r«««iiii«> produetivlty of taxationi tti^to 
«»icjiuaptlon« should b«« r«*irl<»v9d tud vitbAravo vb«r«tr«jr thw^ 
r<»sult tn t«» evaaioo or tax avoidance -of If th« d#»fir#A 
ob3<»<f%lv»a «r«» not b#la«? aebl#t«S, 
(f) In a f«d#ral atpuctur** of taxation, Hit** It ia In 
}nc!ia« If AmpmiAmnef^t of States tipon tb# G*»ntr«» b«»oora«t 
#3ro<ia8iv# and i t rosulta In 8laekn4*aa Sn tax #fforte bj tb<» 
ff^Aral iffilta tax ajTitem of tb« country b#»cosi*»s Ifsbalaneftd 
and r^sttXts in lov rav'iiaA ^laatlelty of tax 87stee as a 
vboX«* Tbos in a balcyao^ tax ayat'tm OfmtrA as w>>lX aa Statf^s 
should sBibiliSA Sttfflelmit amount of rasouroes in tb^ir 
F<Mip#etlt(» f l f f l d s . 
Basldas tba naln obi#etlve of r«8oareo jaf^llisatitK) 
a good tax sratf»a should also s#rf4t soaa noQ->r»v«>nu« obj«e-
tlVM of fiseal poller lik* •neeurafinf prlvata inv9Stn»nt 
aeeordinff to th« prlerltliis laid dovn Iqr tba planning 
auttiopitias. Tax syst«B stiould ba helpful in radueiog non* 
fiin«%i«nal dlsparltlas in tba «aoBOM)r* In a davaloping 
aaofiMQr tamtton i s MI important iastrwaimt for fludBtainlng 
aaoBoaie stabll l t f . Slphonins off additioaal parehasing 
powar umy b« h#lpfttl in eosbating iaflatioo* Litljr tax 
strttstora auat raduea prlrata eonsHiptioa aad invaataant 
vbiab aontributa lass to aaenoada flatalopvaot* 
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Th# r#v#na» productivity of • tax wrwtmm can b« 
Wf^&v^ in t^ xrtss of tftsr baoTttDojr and built-in*r«v««iii# 
fl<nribllity« lo India tb*rA ba« b««H) signlfleant iner9afl« 
In ta»-lnro«iii» ratio ot«»r th# f#aFfl, It lnep*ft«»€i from 7 pf»r 
c«wt m l«»fit>-61 to l?i,fi 9#»p cp»nt In 1970-71 mnA to Ml p*p 
e«fit ^of national ?r!<*oi!M») In l^ JT?-* .^ But; a lapt<* part of 
tbit lneii"»«a«» waa Anm to fp*»QU«»nt (l!»cp^tiona7«y •t*»pa tflAi:«»n 
by thft fO¥»rn«apnt fros tlsF? to tlE*, If v^ «li!f5iiat# tbla 
factoF and ealetalatf^ th«> f»xp^ otP*I tax r*»»«nsu^ , bad tb« 
1970W.71 ratAfl of taxation would contlnapt ^^^ built-in-
r(?v^au» f lexibi l i ty of tax strtictnra can bt calculated 
(Tabl<» 3«?)« 7ax incose ratio ealeulat^Hl by Pf^latlng tb« 
f»xp«ct«d tax yl#lda at 1970-71 rates of taxas ifltb the 
natlcmal Ineoaa at current prleas in th« r«>spf^ etiva years, 
9bo%«t that i t r«main#d alnost statieant siae# 1^0-71 
upto pp«s#nt tia»* It lias 1»«6 par cant In 1970*71 and 
13.7 par ««nt ill 1077-79. Fro« thas* raaolts «• aan drav 
a eooalusioii tbat vlia%«v«r in«raa-sa in tax r*v«nu« took 
l»laa# sin«« 1070-71 a ««|or part of i t aasMi tw^m disera-
tiasary staps of tba fovamMiBt. Tbls rasult shows th« basic 
waiksass of Indian tax syatas. 
Calculation of tax buoyancy and bailt.iB-rav«Bua 
f lexibi l i ty for tb# individQal years doas not flva a trua 
pictora of tax ravanoa productivity as bolb t«r ravanaa aad 
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rational Inconi ttajr fluettiAt* fron yftar to r*«r. In ord«r 
to know th» r«v«fiu« pfodttefeitltjr of dlff*r«nt t«»#« It 1» 
^•©•••Jiry to e«loulAti^ i^lftitlelty of t«jr ftmctor*' O*#F a 
9pmeifim& period, This ean fc« e< l^eiil»t*»d by uwinn ip«ir*it-
Ion «?ii»tfe'5d, tSi** of r«i?r'»«9lon "i^ t^hod 1« Jatfclfi*»« as a l l 
the taxnu hm^n a hlfth d»fr*»« of oo*-rf»l »tlwni l?*tv#«>R tm-x 
fif*16 and national Ineon*. "^rfm tha tax buoyaney and built 
In alaatlolty ealeulated In Tabl«» ,•^ •4. Som*» r#»sults way b*» 
dpjivns (1) Indian tax stroetup** aa a whol** has a tax 
buoyancy fr#at«»r than unity but built-in-r«V€»na<i *»la«tiolty 
i t l^sa tban on#. It indieat<>8 that 1 {M^r e«^t inert^asf) lis 
national ineom# haa beno aas»oelat«»d vltb l#ss than l per 
oant iner«»aa<i in tax r»y«mu# i f ^ff«»eta of diaer^titHiary 
•t4»pt arA «li9inat<»d* 
(?) In oaa* of tinion taxaa dlterationary at^pa bayf \m«tk m^f 
inpoptant aa oovparad to thoaa of Stat* taxaa. 
M Ttia tftilon axaiaa dutlaa bava abom a vary lav dagraa of 
built-in • iMt le i ty (O.0P17) but dtt# to larf* diaoratlwiary 
atapa tax bttoyanay haa h»m hlffb fl.94>Ol). 
(4) Out of tftiion taxaa eoatea dut1*a tbov blffb dagraa of 
buosranay aa v«»ll at alaatlaity. 
(ft) Aaong tba Stata taxaa salat tax it tha «ott booyant tax I 
i t alao ihow a bifh dagraa of raaanua e lat t la l ty . 
OaaamaaBt baa takaii aavaral atapa to rmt9rm tba tax ayataai 
mtli tiM parpooa of briagiac aara raaanaa and to aaat atbat 
319 
•oolo-t'oononie obJ<^tiir«a of taxitlon policy* Th«t# r»foraM 
v»Tm la tti^ direetltm of oxpaasion of eovsragt* rAtioomlit*-
tion of Tfitf* straetar^y fnakini; tax t true tar* tlai^l^ so ttoat 
i t r4*sait8 in b#ttf»r tax odslaistratioii and gr«'at'«r tax 
eo<wpliaiie!% on tta« part of tax payurs^ and vithdrvaing con* 
e^xeional triaatr»nt and <»xfirpti«i which rtirt not «t«rtpft the 
d#f!rpd obj<»Gtiv<is and op«a#d loop*holpf for tax «vafl«m 
and tax awoidanc®. 2nor«a««»d cor'sodity COVAFIME^  iM»d«r 'Qhina 
wcelt)* dati«»f!» and altir«at?'ly follovlne th» principle* of 
jEtelir«r9al coverage by introducing a *g*»n#»ral «rcl«« duty* 
cm a l l thf co'W'oditifs not f>ls«viier^ 8tJf»ciflPd, ^xpansioci 
of cof 9fasj«? of p«»r8onai Incom© tax by vithdraviniS so«« on* 
n#0<issary «x#8tptionSy introduction of etmis nf<« taxas liko 
aatat« duty* imaltti tax and gift tax etof ratlonallaatioo 
of rate atruetura partieuXarly in the fi<»ld of dirf^t tax^a, 
ra%ionalif«!tion of rat« atrueturA of import dutl0*a and aal«a 
taxaat idtbdraifing larga atmbar of oonetiaeiona and oxaisp-
tiwia frcMi paraoaal iaeoa* tax with a vi#»v of plugfing 
loo9«^l«« vhieb lad to tax avaaion and tax avoidanee, in* 
aluaioa of aatoal and aoB-raaurriag iaeoKa« aora atriet-
oontral war raligioni aad aharitabla triiata« abolition of 
tax iMliiay aad dairalapaaat r^ata la aaaa of oerpertion 
tax aad witlidrawiag aoaa aaBaaaaaary axaaptloaa froa property 
taaaa ara aaaa iapartaat at^a takaa ^ tia gavanuMiit to 
laaraaaa tiM rvfanaa praiavilvt^ of tlw taa tyttaa. 
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In 8pit« of various tteps taken by the government 
to refora the tax aysteai the preaent aya tem of Okiion sua4 
State taxes may not be said satisfactory one. Froffl the 
revenue angle the naln weakness of the present system Is 
that It does not have an adequate built-in elasticity. If 
ve correlate revenue from different taxes with their respec-
tive bases It Is found that Income taxes on non-ai^rlcul-
tural sector , Import duties and sales taxes are various 
taxes In vhleh changes taking place In the base have been 
adequately reflaoted In the revenue from these taxes. But 
revenue from other tax like agricultural taxes, Union 
excise duties and electricity duty etc. have not reflected 
the changes taking place in their respective bases adequate-
ly. In ease of the Dblon excise duties the total revenue 
as par cent to the total value of output from manufacturing 
sector has bean, on tha whole, stagnant. This is in spite of 
the faat that large disaretienary steps have bean taken from 
year to year in order to increase revenue. This shows that 
%i»ii excise duties have shown very poor built-lB elasticity 
with respect to its base. Thus agricultural taxes and Ulnion 
ezaise duties are the SAJor taxes whieh h«v« net shown 
adafuate degree of built-in*revenue elastielty* In aaae of 
other taxes, though they have shoiA ada^uftte dagrea of 
ravaniie elastieity some lacunas are thara. Tha iefaets of 
iBdiaa tax syatem whieh result in lav bKiU-ia-f«vaiitta 
alAttittity are as follovti 
b«A«Oa<i «X» | ! rOr^X BOBS JVCflUVt 9I.« Kpnia* XP» 9«49C|! t Oi 
0{^ )i«]; #«x«g* ^ponKfi |^i«X pvA« apoiiu vqatfixv^* q«KL«« o^ 
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<1) Til* prineiplw of horl«ont«l *»QUity l i not 
follov«d in diftrlbtitloB of tax lneid#ne« bot«»«fi atrlottl-
tural and non«««rlettltar«l ••etora. Tb« imdArtsjration of 
nffpietiltOF^l sector ! • el^ar from tli«» d^cltnlof tp»nd of 
tt)» eo!3trlbatloa of ttwiii* t«i*fi in tlt<i tatal r<»v#oa« froe 
Statfit* oiA taxAif • %rmA of diialnishing Inerease in tb^ 
r^vmiiio from agrieaXtaraX tax«s yi8«a*yii iaer^aa^ io 
rational iaco«« from a^rleultural factor and increase in 
prims and prodaetlvity of agrlcultaral j?ood8| and rf%v«mi© 
from this spotor <rl««a-yia total inv««taf»nt 'sad« by tfca 
Qo^PvnmfRt TOT d<»v«»lope«»nt of this a^etor* "*otal r»*<?n«f* 
froa dlr#Gt iisrlcultural tsixma did not ^v^n oov<»r tha 
c 
#irp#ns«s ineart«A on Irrlsrattofi and flood 0»ntrol soh**Bi»8, 
urSnx tb# Flftb r l^ati, on av*paf#t th# r#v«nti« frtw auri* 
eultoral taxM wis only t^wf^tblrd of %hm tf^twil iixp«H)ditup# 
oB irritation aeb«a«a» Tba und«ir taxation of agricultural 
••otor i s also alaar i f v» eoiapar* tba ineld«ne« of tasas 
on atriottltural and non*agrletaltural saetors. Burdan of 
ioaoaw taxas on agriaoltaral saetor baa b a^n nueb lov<ir as 
«o«pnrad to tbat on noa-agriottltiiral aaator* If wa eonpart 
par taplta incena in botb tba aaatora wa find that par 
worbar Ineoaa in non*airiealtiiral aaetor i s roogbly tbraa 
tinas 9i tbat tba saaa in af rionltarnl aaator vbila tax* 
ino«sa originating in nott*aii^i««l%t»al aaator ia aora tban 
• iv t ia^a during tba aa«a yasr, Ac fnr tba faastiaa of 
dittrib«%ian of inaoaa in igriaiiltiaNdL ••atot la aattaainai 
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i t If not #v«alr dlttrit>ut«»d and « l«rg« part of lo«oat 
aeeruAS to leimlX t«otloB of rieli tmenrnv* Ttiii iaer»M«« 
taxable eapaoity of agrieultaral t«etor* But th* Ineoaa of 
affltt*»nt fapi!»ri r^siain i»id#p tav»d wtiil« almllar urtMua 
iQe9n<HL^ «i sabj^et to aubstantial taxation. Agxleultixral 
9(»eto? i s not pvonrntlf taxftd thraaub property t«x»f too. 
In cai# of property tax AS l#fl^d by th« tlhion 3ov€»pnfl»nt 
a eajop ebunok of twimvi^ ootnffs froa non-ap^ricultural 
aeator* 
Sosie efforts bay«» be#B eiad* to ealoaIatf» tha burdim 
of ooimaodity taxfiit on agricultural and non»afi;rieultaral 
af»otor8« Aecordini; to Bbargava and Srlvaitaya tb« iMiroaotaga 
contribution of non*agricultural aeotor in th#» total tax 
r«yana<i through indirf>et tax«t waa alaoat doubla than that 
of agrieultural »»etor« CBu^latm for Intaraational i^oeMenta* 
Ufift* Vol^ * S8» ^roh 1974, p* 69). 
Thoa froR th« abov* facta i t ia amply cl»ar that 
agricultural a»«tor haa lov«ir burden of taxation aa compared 
to aoB^agricultoral a«ator. Faulty baaa and lack of prograaa-
tan in land tax rataa bava b««B tha «oat inportant faator-5 
raafanaibla far inflaxibil ity of agriaaltural taxaa. Tba 
ragraaaiiiaaaia ia »ora apparant in oasa of land ravanua in 
vblab tba rataa ara» gaaaraUyt iMiralakai to tba aisa of 
boldlnia. ^aaptlaM af n a U baliiata fraa tba tax ia aaatbav 
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faetor r«fPoni{lW.# far low r«v«ii«M» prpdaetivity, of •fpleu?.-., 
feiiroXlitieoiMi for tM purpovo of dftt«viiiii3«tltm of rats oT 
tax im nori*airlealtttr«l iieoR« liaa alio not proviKl an 
•ff#etiva sKNisura to tai airioultiiral a«etor. 
7be principle of borlsontaX equity is not follotmd 
in casfi of 8oa# aon'afrieuXtaral taxaa* Q^o&u suppIi»|fto 
affititat t«iction of aooiety a7« ttil>j«iot to higb rates of 
tax vhil«^ s«rvio«^ provided to thm 9B\^ s#eti{»3 ar«> outsid* 
ttip tax '^ urvlf^ v. Goods 9UT>pli»d in a liotf*! ar^ sabj«ot to 
881^8 tax whil# rent of hotel roosn «%9eapns t«xati(m as i t 
is a Sftrvle<«« A r«>8idffnt oii8toss«»r in a hot«»l <»seapi»a tax on 
fnfoods too i f hm i s otiarffid a oon8oIidat4»d amtaont for board* 
ifif and lt9d«ini. If coaw!oditl#» ar» sold and«»r hir» and 
puroliasa sinit«a th# vtool* avount of 8{^ X» i s not tax««d« 
<t> In ttia afforts of additional rasouro* nobilisa-
tioB tha varioos Statas bava not raisad rav<Niaa according 
to thair fiscal capacitf• Tbis baa baaa proved bjr tba find-
iais of tba Fiaanaa Oomdissioaa and tba aoaclasions dravn 
bj variooa studies cooduated fraa time to tiaa* Tbaaa 
•ts i iea revealed tbe mdertttiatiaa W 99mm Slates l ike 
Ms«a» Otter ^adeebf Hiaiaebal J*paideob» JAMM aM &asb*ir 
Balastbaa, Nidbsra Pradesb and Taail Mads, mate differences 
bate been iBportant faatar rasponaible fev 9Mr tax efforts 
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in 9VW0 Stat't . In r#fp«et of sal^a tax aoQ* St«t#a eould 
oot r«tf«> th# rat#t b««eaa«# of low jpatM py#M»ailini In 
th<»lr nftlfjhboaHnis Stattta, Tncldi»?»f» of aal«8 tax as 
»xpp««a<N! la t»rB58 -^ f p#pc«nta«« of connnmr «xp«»ndltapa 
hat b«^ dlffajpftaf. la aiff«rent StatM. Agrlctutural tait«» ^  
<»l«»ct;flcf.ty duty ikad eate3?talnra?»nt tax ar« «o»'* ot^pp tax*? 
in wblctj the rat**!! ap« dlff«p<»nt in different Stat»a. In 
oas9 of agricultural taxation r«latl»»ly rlchar Stat^a Uka 
.'^ iDjabt Earysna and Oujrat do not luiiy agrleal&iural iaooa^ 
tax# *^h<» diversity In tax efforts Is also da«» to different 
«?ollel<F»8 adoptp-d by dlffpr<*nt Gtat«»» la oonaeotlon of aoni» 
tax^a, .'ifff»vf>nt stat«« follow dlff«»r#nt policl*** r^fardlng 
problbl«on» Farthur, ppofwiJlon tax la l#»vl«id by ^haraahtra 
Ottjrat, ^dhya '>ad»ah« kM»am and Ka?nataka iihll^ It la not 
l«v!*d Sn otHar Stat9f. Tfrb«a l»woirabl# proj>»rty tax la 
lo«i«d In Andhra Pradwtb, Raryana, Kadbya Pradasb^ ^ajaathan 
and TaMll NaAu vblla tbla aoaraa of ravimua baa b a ^ trana-
farrad to loaal badlaa in otbar Stataa. 
O) Tba ya%a atruatura of Qkiiaii axalaa dutSwa la 
^mvr maab eoiN»li««%«d dna to attltiplielty of rataa. In aaaa 
af aanattaptlaii foods tbara 1« no Jwtifiaation for alaor 
diffaranaa In tba ratal of alaoot alika aoaaodltlaa* A 
•ttltipllalty of rtt«o0^iPiai« ••% aoatrilsl iat altAlflaaiitly 
to tba attalmioiit of «qr of %!»• olijottivat of tba tax 
•rsto* Mkas tba Urn 9ikAMi9twm%im mt vol! m oonpUaoao 
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• eoispXleatffd matter. It l«»«dt to Innuaerabl* dispute* 
0V9T th* elAttifiofttioQ of Indlvidiattl produets on irtiieb 
d<»pf»nd« thii p«t#» of tax Irvialtlp on th#m, Th« probl#ii of 
ciultlpllelty of rat#i 1» oot tbfpe only In C8«« of <31ff*»r<»nt 
cow!»o61ti#ffl f i t i s also th*»rf» In cas** of tfe# sajat' ooiaHK>dity 
as It cappl'Ps (?lff»»r?nt rat^s on varioos consldf^rations. 
Tho«??b a laPRw outibpr of oonmoditlPS ar^ subj^et to 
md^^vBlprfm ratf»s yet a substantial pnrt of p*»v**na# fPo«i 
Tliion »itois<? datl^s corwis fPOK 8p<»cSf!c l**vl«»»« Lae to 
spi»elflo fjature of most of tfeo doti«^8 tbf» aatof^atic pespofise* 
of Axeisft tasation to ohaniR^ In itross yalu<» of ttanufaotur^ 
and vala* add^ d by iianafaetur«^ i s also found to hm poor. 
iup to this factor th« built-in*ravenua elasticity of tba 
dutias r<9eiains lov, 
(4) Xo tha various otbi»r taxes l#viad hf tha IMiofl 
as if»Il as States tba rata structura i s quita aoaplieated* 
Tb* prineipla of aicplleity of rata struetur^ i s saerifiead 
i s ordar to sarva soaa otbar objaotivas of taxation polley 
lika aneouraginf daslrad typa of produetlon, iBaraasinf 
savinfs and iiv#stffli>nt and r<»dualnff disparities ate. 
Dua to larK* nuabar of ratas la aasa of 8alas tax 
tba ayataw bas baeonia eosiplieatad* 8 M » Statas laay sal«»a 
%tm at as aany as 16 diffaraat rataa* tiiali avaaaaiva rata 
4iffaratttiatlaa rasulta in ioaraasad aospliaatloii and 
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adnlnlttpfttiv* eofts* fh« pr«ti»at lyftiia of bttle laeom 
tftx aad ffti7elia]*g« on i t eofsplieftt«« th« «3r«t«B» If rftto 
struotare is tinpllflf^d by f^liminatioQ of tttreti«Fg«i th« 
tax ftstount wmf b# a<»tf$vmifii»d by • tingl« i«vy* If the Union 
Qov<»]7Q!9»nt i s not r<»ady to bf'sr th» loss dtt# to abolition 
of 8ii?eh8rf;<^ i t laay bf» marg^ d iato t^asie rat<»s of ineonswi 
tax. 
Tha Btruetur« of copporation tax also tlo^g not 
coafoim th# emnon of fflapliclty* "^ h* co»p«tni#s ar^ liable 
to pay tbp## typ«g of levies tLL* basic corporation ta i , 
sarebarga on basic corporation tax and the surtax l^viad 
tmdap tba Surtax ilet 1964. Tba axistanoo of threa 
parallal ebargas bas «ad# tba tax structure too eoaplicati»d. 
As aorporatiiMi tax ravanua is net sbaraabla vitb tba Statas 
tbara i s no logic b<iHiiind a surcharga wn oorporation tax. 
(S) Soa* ewspllaations in tax striaatitra arise dua 
to a large niHibar of aaaaptiaBSf daduatiaos ani a«aaaasiens 
•%a« allowad In tba variass taxaa* tvf tba aaka af sis^^li-
ai ty af tax stpaatura raHiaaallsatioa af %hi— aanaaasiaiis 
is naaaaaary* SB aaaa af paraaaal iiiaaaa tax •aiiaaaaianal 
ttaatasM giva* ta aaapoMittva aaaiatiaa and alMipitabla aad 
peiigiavs tpoats ata* arc aaaa Isaaas wbiab aaai aaasidara-
1iiaa» Tba i|it«atwa af saapaar taastlaa ia India baa basaas 
aaapllaatad daa ia a lavga ttMfcai af aaaaaaaaaty iadaatiaaa* 
3 2 ? 
All tli«t* aonoMtioBt BhwalA b« r«vi«nir«4 and diteontioiMd 
if thmam are not i s w l a i maful pttPpoiM* ?li« ]f«vi»uii 
produetivity of vfop^rty tmt*9 !• y9tSitm*6i Avm to • l«ri* 
nanbf^ r of memsptSwaa sndl dAdsetiont allovid* 7«Tloa9 typoa 
of eooeoofliofifl allovtd la 8t«t# tur»t alto d»Mg« tt}(»iy 
VAVMtto p?odtietivl(3r* ?litto thorn 1« iia upgost i«od to 
onalfio oU ttio eone«Sfiofia aad oxilosioat «te« ollowod ia 
Ifidian t«x 9fa%m&. 
<e) BMidea tho dofsota in tbo atrootaro of varioua 
taioof dof^ta iQ tax la»S| prooadurea aod vaalc adaiaiatra-
tlv« fBaehia#r3r to lispl^atnt thaai^  lavat alao emw in tba 
vay of P9v«iittft eollaetloo froa tax^« If thp^m ar@ aoma 
dafAQta in tax lava and ita implaaantation maGhiof^ xT ato. 
i t l«a<la to tlia preplan of tax avaaiofi« t9x avoidaie^ and 
tax arraara ata* la India tbwaa problaaa tiava takan anoraoaa 
•afiiitada* Baaidaa tlio p7ol»lam of tax aaaaioo and avoidanaa 
tlia oMibar of aaaaa ia vliiali aaaaaaaant ia pattding la 
iaavawist F**t of tor r—»* (Tabia 4*9) • TIM UWraX paoalty 
ptoviaiooa ww aonaidorai to 1M aalB foatora raaponail»ia 
twr aomtiag arraoM ^ tio eiiokaU Caaidttaa* Xoaraaainf 
if»fkload Of or tba HUMI 1km Bop«piM«% mm otMlAarad to 
io ottotbar faotor raapoiiaitta for iaoraaaii^ tlM wutbar of 
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wliieli l«(iA to difptttM and diff«r«oe«t« Ite «wi# of HIIOB 
•selt* diiti»t tli« dotibt ftrltot at «h9lh«r m partieolar 
ppod^t fal ls iiiid«r ttm t a r i f f it<»na or anottiar* Tlila 
aaai»i«>a sftf^elal importane* baaauao of diffafant rataa at 
viiieh «x0ii« datiaa aro l«vi#d uad^ p^ diftmr^mt t a i l f f itaos. 
'^ Iia fiiPoblpR of valttatloB arlaas partianlavlr ia thosa eaa»s 
%fh«v« a prodtioer 8«lls th# oom&oditj to SWSIP ena having 
•pfteial 9<>lations))lp vith dis ( I lka p«»t8il outlwti or 
aift:iei«0 ate«) at vary lov prleat* 
thvm ttm pr#saat systam of Xkiitm and Btat# taxat is 
not a aatiafaetorr oiia« For oobiliaation of ad«qiiata aaioant 
of ratooraaa I t ia naoaaaarsr to reasova a l l ttiaaa i^ aanAa of 
tax systaa and to ratloaaliaa I t ao that I t aar aarva tha 
objaativaa of f iaaal poliiUT ^ tha planoad aaooMda davalop* 
nimt So India in a aora affaativa iiajr* 
For ratiaaalisatiatt of Xndian tax ajratan tvo altar* 
aatlvaa 99» paaaiUat F i ra t l f t V M * draatia akaagaa alMold 
%a Intradnaad in t io praaaat %m ayotaa, FoUoaint tliid lt»» 
• f aation tlia najor tavaa of tlia aaatitrF l i l i * tftiian aaaiaa 
dtttiaai aalaa tas« aorporatitti Urn ala* ahottli %• ttflaaad 
i r * Falaa addad tax* dao%li*r p i o a i i l l i l r i * tiMit tlM iMoa 
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• f in«o»» t«c«tioa in %mm of inditiAaalt as I M U • • 
QoaiM&ifti sliotil4 «li»iig* tttm iaeowi t» •xpAoAitor** Tl i iM 
90etibil ity i t timt tkm M jar taxM l ik« I I S M M tax caA 
«ft»MiAity taxai ate. §%9a3A ba r«pla«#d hf « ItifiMiritr tax.* 
I f iatfoAfiaiaf Araatia a)iins«t ia ttia wfmmt iyet;«a i t 
na% fMfl ibl* ttia atbair alt^rsaeiv^ l « f t i t that ttia pratent 
tax tfft«B thaalA eimtiaiia aaft eartain rafonMi aaA aaAifi-
aatioas ttiimlt b« adoptad to tliat tlw rafernaA tyitas 
aoMlitat iapgar aaotmt of paaoaraot* 
ViS ays tan i t tnaaatt f i l l is tliota eoii!itrl«e iibeva 
indtittyy and traAa i t liiftliljr orcaaittAi tfea tr t t#» of 
aoaonatiiig i t paipfaat aaA tha mmh^t of tax pagrapt i t 
eoaparatiireljr tnallar* Al l tteata mnAitioBt are not avaiX* 
alila in Indiia* Staa to a l l that* AiffiaiiXtiat tfea Jba 
OooBittaa mtt—wndaA a TIET at •aaiifaattirart t tafa onlf 
and tUftattoA to iatroAaaa i t ia ttiraa or four inCattriat 
aair ifliiali ara MgOsr ovfaaitaA Xika aatoaobla tnA AaitaX 
angiaa ata* HlMtavar oat rttoatnAad bjr tlN» ^ka Coaaittaa 
ratovAint tha f Iff aao a hotalN»potoli tyttaa ia miiali TJff 
naa to ba tattoAaaaA in kigblr offiftitaA atnafoatariai 
•aato»t osittiiHr Afotaa O M to aootiaoa ia toaa tpaaifioA 
iaAattfiaa atA totMi B«W toUaaa m9 to ba AatiaaA ta t a a l l 
•aal« oaotor. TmWimWf T/if i t a taitabla Aaoiaa ia t ia 
^a^^^H^w^^wa^a^^^w ^ n a ^ ^ i a i ^ iV^WHnao^a^w^RHi a n a a^ ^wi^ w j^^  ^^ ^^ p 4ai^B^a ^^watw^^^^^na iij^w tf ^^aa^n^aaar^traa 
i f c l l l i a t i aa iMXa « IM otlMit t^lot l ioai Uko m a i w i t gMMMi 
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in pFitvate iector, reducing eoonoaiic and regional dii-
parititi «to. are met by non-fiical devleea. VAT due to X%M 
ganeral rathar than •eXeotifa natura is not eapabla of seat-
ing most of tba objaotives vtiila in India fiseal policy has 
to play important role in achieving these objectives. Further, 
the principle of ability-to-pay is better satisfied in the 
present system rather than it is done in the ^MS system. 
Besides malting the tax system according to ability-to-pay 
rate differentiation in case of different commodities serves 
some other important objectives like protecting home indus-
tries from foreign competition, channalising imports accord-
ing to priorities and adjustment of supply with demand etc. 
From the revenue angle also there is no guaranttee that the 
changed system would be more revenue productive than the 
present one. Thus under the present conditions replacement 
of major taxes by a Viff is not desirable. 
Fref • Kaldor reetaaandeA «» ehaage ttie bate of income 
taxation from intona to expanditare on sevaral gpounds but 
he ignored various types of problass vliiali mf% axpeeted to 
arifa due to changing bate of taxatiea from income to 
•xftfiAiture. There may be a inrgft aiuibar of adi^Uoiistrative 
problems because while income comes from a few sources 
•xpuiiitiire goes to a large iraab^F of oliaBnalf. Ptiftliary 
tliora is problem of averagiRi expenditrnta in «ata of oontwiir 
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prftlilflimi «Kp«iidltttr« tax mm triad to- Xotfia iwi t l»M tat 
Mm aibolltlwa ntial^r Atui to •toinittrativ* 9»i^l««t anA lav 
yafaiiita proinetivity* Two liartli axpariaaota ara aora tliaii 
«iafi|^ to SMiaata tliat raj^ Xaaing baaa of taxation tmm 
iaeoBia to tmpmMtor* i f naitfear naaMoary mar daiiraM«« 
im ragafda diapaifity tax t»gi«atad Iqr i¥ot« Oaatan 
flitlra?« tt}»pa i f no p#atoa to baliaoa that tlia propoaaA tax 
veolA brisg larfaf anoimt of rtiaouroaa tliaii tba praaant 
aivtMR 4o«8» tiia aSidliiiftifatiira diffiaoltiaa to ta^ la tba 
propoaaa diaparit/ tax fluqr alao 1>a inatmoiintaiaff* ?lia itaia 
smfpoaa of ttia tax i t to anaoiitafa Aaairad tfpm of aaftiinga 
and iovaataaot ate* tat tta aana pa^ poaa »ay ta aaliiavad in 
a aora affaativa mar ^ mwufiaoal davioaa* 
TtaOf tlia imooatioiMi ia Xaiio tax ayvtattf l^^ 
iatfoiooiai a YAS or i i t t a f i ^ taai or ataogioi tta baoa of 
praoaot toaoM tosao f i w iaaoflo ta ai^aoiitiirof ara not 
iwoaooarr* *!^ taoo Aroitio otangao w wma^mmuf twmn tta 
taiftt of aiaiJiittrtttiva foootUUtr ani rat 1 1 fvotaat* 
io&tf^ * TtaMiNNNHNif tta MdUi 34bM for rol^ontUMittoa of 
IMtoo Um oyotaa ia ttat tta voriota tasoo itaoli ta 
oMmaad ani roforoa atailil ta tatroiaooi ii i»oiai ttar 
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muf hriag Iart«>r rtv««i» to tli* daft•mamBt and wmr^m %%B 
B&i^fmmsm ob5««tii««e of tlumtX polior ^ * iik^ v* ikffuftilw 
Mqr* "^fc^* foUovinff ar^ ii^^ortaat 8iig«««tl«(if to ratioiolio* 
tli# Inditt) tax 870t#i9« 
t • As ag!fietiltti!*« io mi tmdvrtiixfia s^ iett)? Xft?i«p 
rmMQweema ihoiild bo aobilis«4 from thit o«oti^« Tti« siola 
p?fllbXfia of tli« Stotut is fBoMUoing larg«»r rotoareoo from 
oirieolttipo i« poXitioal m^ m soot of tbo Stftt«t* Atii^b* 
Uoa •?• dMdnatod ^ rleti faraert vbo do !iot allov ansr 
l«tialatioQ vbieti taxee ttiaa heavilr* Apart from thla 
poUtloal probl«ia tli@ oalii diffioultr i» to doviaa a ayit«a 
uliieli say aobilito largor r<iaoape«t frrai thlt a to top* Tim 
naj Coaedtt#« oxaoinod tarloua alt«riiativ«a liko iBt#gratod 
taxation of agpiottltiiral and non*agrloaltaraI vnaltli and 
ineoBo and aaraliaga oo 2aad tmmvm but did not find thaa 
at affwotiva a«a«ttp«i for largar raaotvoa nobiliaatioa* Tba 
CoHBittoo, altiaataliTt vooonaondod an i^|rioa3.taral RoXdinfi 
Tax bat tba raooHMadatiOB did not find favoor of tba Statao 
partlf duo to adidoiatratiiro owaj^loxitioa and partly daa to 
law rov«Mio prodnativitr* iteryaoa iotroiaoad aa Air bat tba 
baaii of taaatiaa aaa oiso of laad ratbor tbaa ^vatoabio 
valaa* aa raaoaaaodod by BaJ eoaaittoo. 
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(!;flgttfflBlfl,.lllft .ilffiUllOTa. l ^ U f t ^ol* 3^t no* ^ » S«pt,$»dt 
liTTSy pp« 3.6S3/»X6<ia) tmf hrlnn satfitilmit mm&at tit retoure^s 
tferoagt! aip#ct taxati«i froa agrlcaltor*** Kationallffatloii 
of land r^f^ti« in i t s pP'Ts^ nt fons i s not pasrible at 
basei of aisstsjjnat differ «ld©ly from State to State. SSi 
aM «iifi?«st«»d tqr *^3 Co!3ialtt«^ # saffups fpoa th« probli«a of 
ailisinifltifatlve c«»apl«3dtie9# Ba^ iehi 8ai?f?«tfi^  followlag 
i!KiSifioatlQ38 ia tfc® AE? r?»eoEas©ndf»d by "^ a^  Co^ imltt??©* 
(A) l!ist«^a6 of assessing tho 'rateable vals^* of land 
afmnally i t eboold b@ don^ after a certain interval* sayt 
f±W9i yp.Am» (B) tba rateable value of land sbooia b# 
d@t«rffilaed on the basis of gross value of oatpit of only 
one or tifo ero£>8* Konas sboold be fixed m ttie basis of 
averages of output for five years instead of W years as 
suifested by nai Comittee* (C) The tax should be assessed 
on the basis of *oifnersbip boldings* ratber tban on tbe 
basiMi of *operationsl holdings* (h) Bsgebi suggested a rate 
strueture entirely different frooi tbe one reeoaisended by 
the HaJ Coanitltee. An evMptioB l ia i t of ff«6 aares, at tbe 
rate/jrfji. Iff Btr.Mrf a f i l l ral^t Jf ,tol Otu 7 per aere i f 
tbe land is OBirrigated) aa tbe baldings i f rateable valoe 
is less tban ii« 6»000t rate of tax isareasinf fraa e,S per 
aeat ta 10 per eent i f rateable valae exaeedi ft* IBfOOO^'miw 
the aaia ebaraeteristlas of tba tax* Bagabi eotiaated aa 
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additional rut<«u« of 1t$» 900 evovnB p^r mnnvm if ttio teh«M 
is i!iipleiB«ntiid» 
*!!h^ Qehetm of AH? soigestad hy Bagebi nay be forthcir 
ffioSified in order to iaerease revenua prodactivity and to 
makB the tas more feasible from the poiat of view of tax 
adEinl8tratl«a. laatf^ ad of exmptlng small boIOiags from tlie 
taxg if a lov rate of tax say ts» 6 per acre is fixed« tba 
govemment may get aroand ^ « U orores. Farther^ if assess* 
c»at of rateable valae gives rise to soae administrative 
problems no tin© Halt ebotfld be fixed for reaasessiaent of 
rateable valnef the period of assessftent should be linked 
%ilth the price index of agrleoltoral eomisodities* I4henever 
there is se»e percentage isereas^^y say 60 per e^t or 100 
per eentf reassessment of rateable valae of holdings should 
be eondueted* 
In order to bring aore progressivwtess in the 
system of land tsaration agrieultural holding tax should be 
assisted by other taxes mainly levied oa affluent farmers* 
Cess OB market arrivals ^  soralM % oa aash crops» pnrehase 
%aa on some agricultural commodities are good exampittiS f«P 
this imr|MHi«« 
As far tba quaatioa of tapping additional resouraes 
fr«m agriaaltiural seatmr throttgh imdireat tmmtiea is coBovfa-
ed ^biaa exeise duties do M t present mnsh sampe for additiomal. 
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%Matit^ ftt ei9st of th« agrleoltiiyal inputt mvp^ tax«6 
ttiPOQsfi tt}«^ !s» Bmlm taxm fm^ tifian 9mm ftddltifmrp«soare«a 
f!*OBi tliit sector* Qosm BtattPB like Assasit Oajvatt ^stman 4: 
Kftstiair Slid tlBharatlit]!^ exaspt 99mm. maSmXsm fvsm SaXm 
taxatltm. felttidpavlrii? these exissptlosa, isposta^ felgh^j? 
yBalim tax 00 agptcultaral taputs m^ impost as raifehase tax 
on eottCKQf st2gi£Qaiie| $txt^f oilseeds @tQ* ^erm^ i t doea 
Bot pv@vai3.« are eoz3# steps i^ioli e ^ mbilise ^litioDal 
r@fo«rc«3• 
S m ^fm ic^ialeaco la tb® tss efforts Ijst^eoa tba Centre 
and tb« Stat<<»s may ^ ves^ Vfid i f tti« States nobillte larg«r 
r^ourees from tfa« taxas assigned to ttiasi* TItottgli almolata 
aniforaity of 8al«8 tax rates mlfMt not he ft*mthl«f r^t a 
bi*oad ni«astiri! of tmiforaitsr slioQld hti trisd to bs aohi^ viid* 
'^ hftrii ar« lari»r disparitif»s in thm tonwover Xifaits in 
various Stat#s« *^f\m9m vngm from It* lOfOOO in i^ ndhra Pradnslit 
Xffralat '^aail Kada ate* to %• SOfOOO in Hast Bntial* Tba 
r«duatioa of tismovar Xiaits in tha 6tat«s tihtra tlias i^ ara 
too liifli aay brint largar r«soarQ«s for tha Stat«8« Tba 
oosaraga of Salas taxation mar b«i axpandad i f s«rvic#s 
raadarad to affloant saations of soaiaty like drr-alaaniagt 
plM»to»finishing and rantal of botal roons ata* ara inaladad 
in tlia porviav of salas taxation* If tlM saliaai i s snaeass-
ftilf latar on« taxation SMT ba axtandad to otbar tjrpa of 
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0»rvie4»i too* As fap t^M Qii«ttioii of tingX* and lERtXtl* 
point tazatioa i t eonoernoa • iinglo point tax t t tli« 
Xftflt stag^ of trfintaetion l9 9r#f#va^«« "fbo r<ieoe»i»n4«tloa 
of t!)9 Jim CoBQKltt#® for iMlae^i the rate of Central Salf»s 
tax is not d^irable at i t «oal4 result in eorml^f^tmWM 
loss of vm^mm» latlonalisaticm of salas taxation on thitsft 
lines may l>?ing leirg^ ri>8oa7e#8 for tti« Statas* 
Tlio poliey of ppoliiMU^ adopted in tli«» |»ast by 
8«v«ral Ctat;^ t!as not tf^^m saeeessfol in eli^eking tfaa «vil 
of dfinMngf and on tte o^ tiei? si<i®| i t resialts in eonsid^r* 
abX« loss of pfvenae to States* Hence tfaa States vhieti bave 
adopted ttia policy of prohibition stioald revimr i t s iforliing 
and i f desirable results are not aebieved tfm j ^ i e y should 
ba ifflttidra«B* 
Tba urban ifssovabla property tax is a %mtSt iB8tr»» 
aant of rasouro* aobilisation wbara tills soiiro6> has b««a 
traesfarpad to loaal bodlas uliieh ara tasabla to tap tbis 
souraa preparly* Aftar aDforaa»«nt of *Cailiag on tllpbaa 
Land Aat 197t tba sarpltis imasad land is baing appropriatad 
by tba Statas* As no aailiag baa ba«a pat on bttildings tbis 
• • i s of proparty anjoys a prafarantial traatsant* For bring-
ing borisentad aqiiity batwaan f«rio«s tjrpaa of propartias 
baa^ tcsatioa oa ttrbsB proparty is aaoaaaary* Fnrtbatytbara 
ara wida disparitlas in tba tatas of alattriaity doty and 
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«!}t«ft&ifi»Mi% tax ill 431ff«r«fit ^tat«is* An upvard r«vifiim 
of tt!# rfttuff ifh«r« %h«»# «f« ^&tf Xowy i s afteaciftfir tti 
toliss Ia7c«r r«sotire«t* l^ tsttljrf pvofi»t»lfm tax uliieh la 
isip97ttat aonree of resottroA aobiliaatif^ in 'Idliax'aahtrft^  
Eamataika and !k]*3rana «ite» sbould tm t?i«>d in 9t)H»? States* 
latlofsaliaatitKi of States* tax eytt^BB Q% t}ii»a« liaet say 
toriag larg«F smoiiat of r«»souro9a fo? tba Statts* 
3 • rvatioiialiaati^ of ttia !JbioQ exelf« dutl^ la 
nreffatary to lner<»a«e tb«» ljtsiaLt»ln»r«»^aa fl«*!siMliesr of 
Zn<3iasi tax VTstmn* ftm first at«p in ttiis dirr^eUoD ia tbe 
slisplifieation of rat« atycwtar#» '^ b« Bhootl}alii3fai9 Coatalttrft 
r#eoiffiB*fii«d a g«a#»pal i«cl»« fiiaty at tb* ifnt« of 10 per c^nt 
tint «x«ltid«d 14 Ittfiit fro!B tha aeh#a» of g«a«FaI •xel«# duty. 
Bat» af tt!#a# 14 itmm e^ntrihuti^A about 90 |»«»r a#nt in th^ 
total «ieei«^ r«9V«na*, hia tuisE^ttion of introduoiat a f«naral 
•xaia« duty vaa not r«»V9lotionary. n<ieii?itly the ^ a Connltt#4 
aofgaatad a flv«<»rat« atmetur^ in wtoieh rataa rangAd fpos 
6 to 40 par actfit* ?lia Conaittaa pointad out 8oi9# eomnodltlaa 
vlileli aannot ba fittad into tbia gan«ral rati» atruetura* 
Imntrf itaMf patrolam produats^ tobaeeo and eigarataaa, 
itaaa aonattB«4 by riab aa vail aa poor 0lma§99 lib** aogart 
papar and radio aata ata«t aatabaat varloua l^ paa of taxtilaa 
•ta» aona in tbia aatagory* Aa tbaaa ita«a aontributa a larga 
abHMk in tba total axaiaa ravanaa tba rata atmatura 
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ri««WB*»id#d by th*» Jb« ro@B8itS««» 1« not fi»ry i»fr«ctlv«. 
For ratianaliiinfi ttw ratc» •trsetore of Dbloii «3U!ls@ dutl#t 
tli@ foUovlnf, guid^lii3(»a shotiid he folloveas 
A • *?b« ceop« of *swi«»ral excite duty* imtil^ p Item 
i50» 6S of tb« Central '"xcis* (m& Salt Act 1044 sfjould bn 
f»nlar«»«6 aa6 a l l tli« i t # » w&lch ar« sp«ciri*»fi imd#»r tt» 
Central j^reS«r '^ariff and ta ^ l e b Oov<»pm5wit w»rit» to k^ wo 
iBcld^'top at low !ratr*s tboiilS tm inelti&t^ tm&^T tbls catf»gopy • 
'^hm i»at#» of tax ondep this eat^ffoyy ehoald br f^ir?^ at 10 
p©p e^at aa yalaywii. If I t i s oonsiaorf^a ttiat in ca»o of 
Bom** lt«r» 10 pap e«»at duty waaM not Eiieb baf^ «»n uptm 
co?i8mf«»rs, ehp««? Itesss sbotild fe^ «»xeapt<»<3 fpoffl <laty« 
B • Hlfhar rat«9S of £iuty raay b** f^ O, 40, 60, 80, 100 
and 150 p9ijf o«at» Adl tb*« rat^s pr#»tailln?^ at pi»f»9«nt sbould 
b» (sorx^d in thaao t lx eat«sorl»i of duty* In di»t^rr>ialng 
tta« final ratal aain eontideration should b<» vb#»ther inputs 
vmmd for naaofaatar* of tbit itaa ar« taxad or not. 2 ^ p«r> 
aattt rata tbould ba appllaabl# in aaa» of aotar spir i t , and 
tebaoao prodiiata laaad by afflaant aaatien of aoeiaty* Batas 
of daty on otbar eomioditi«»s ar# fflr«n in Tabla 8«1« 
C • AnatNir lina for rationalisation of rata struet-
Wf of ttiioii ««ais# dutlas i f to eoo^rart tb« rat^s froa 
apaaifia to ^ wlar— ona as far aa paaaibla. Tba rata 
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«tpuetur# 8agi<»st«)d &hi>vp> i s ai^plleabl* unlf in oMti of 
corasisjditlws carrying ad *»lfty#i rat«fl. Tor tbi« purjJSMW 
th»p*» ! • AH ttrg«>Qt n#«d that wrlftlni? sp^cine r«t»»i should 
!3*» cmv^ptwd Intu ad y^laggip oi3#. .>tr9l«*affl and it« products 
t«>a» lrf3»Q and 8t<»<»l and i t s nroduota <»te» ar<» so!^ it«»!» ia 
which path's 8h3Gld be eo3Vc*rtftfi fi^ jm s^ x r^^ iflo tis ad gi^ 7gf>n 
*'*h« patft gfepaetiiP"!? 8ti|»i»<»ft#d a^ 3V« r,^ y rjprs«»i!it eoir«* 
dlfficoltlosa 
Ci) ?fef»po arf> sonf! eorr^oditlct vhiob hav^ a »«*ry 
lari;#^ oasibpff of vapif^ftleaand a f^if irat«»s may not cov*»p a l l 
of th^m» Cotton aod sjfOtliPtio yaiti and vapioas typ#»a of 
t*»xtll#a app fOBa"^  coiwaoditl*"-* und#p thli catp^ t^opy* A 
a«3?apat# pat» itpuctup*! i« n«e«*88apy for thmn conssodltiai, 
( i l ) Tha suffx^sttd rat«> strtaetura haa a l l ad va^an^m 
pataa* Ttoafb tti«a» patM ar« aaparior to apaeifie onaa yat 
m 9mw of tona ooaeioditlaa lika fiiate))af« birit yarns and 
SMN» tMTtilaa and ainwnatotrspl) f i lns «ta« spaalfle ratas 
liava til* fa#plt of adadnlatPatlva eonvMilanaa* In eaaa of 
tli#aa aonaodiei^a «p#«lfl« ratpf thoald eontinaa, v^ational* 
laatlon of th# flnion aiteii* duties on th«»sa 11 riMa nay lner«»at# 
ravanaa productivity of tl»i» I«vy and may Inpfrt aova stabil ity 
to tlia ays tan and takinj; discretionary stips acaio and afain 
•ay Bet b« naeaaaary to ylald »ora r«v*noa. 
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4 - A.jjart from th« if*<«ifl far flapllfylni? st»B#» aippctt of 
p«»rs"5nml tnc^mm tax lik« <l«siilini^  ¥ith tth«f eh«pttRfel«» trutts 
and r,*»ri?la«:» th^ su^eharg*? on in*»r3r«» tax with th* ^afle lneo?«*» 
tax th**?««s 18 a Q®«d to sinpHfy tfe€» v&tf* BttuatnT^ of onpai^ 
taxation, 
Bi»s'^ ,di»s ttaslo c'^r'^rati'sn tax C9'"pan5.**s s?*> 15abl#» 
to pay a surtax irtJleb enfei^ s tb''^  atpaet'j?f» of eonpany taxa» 
tl?Mi too corplieat*^ and Snoidpaef? of taimtloQ tss eofipaoii^s 
lncp*asr»» v*%ify tmcfe. ThPVfff^vo^ tor elapllfication of corpany 
taxation asid fpoa tb© point of vifm of 'living sonm r«?li*»f to 
ooii}panif>8t Buptax sfeoulfi l!« abolisbftd* If the Qotfirns5«nt 
eannot afford tbs loss of tpvpnnm as a resnlt of abolition 
of fiurtax i t should hp r^plamf**^ by a capital l^ty sars;«8t»d 
hf tb<» Vsneboo Co* i^tt4»«« fhi* burdmi of capital If^ vy vould 
b#» \d&mly spread Esonf profit f»arnlnf and non-profit earning 
eo«pani4»t providioff Bomm r<»li»r to larg« profit «aminf 
aoapanias. Tba axp#et«d rAV««u* fron aapltal lav«y Is also 
lartar than i t i s avallabla from surtax. Another lln« of 
r*for« of eorporatloo tax Is th«» abolition of suroharf# or 
Its Ri*rii«r irlth th# basie eorporatien tax. Afgr«ffation of 
l i f t s transferred durinta^  thm pr#vloas flva yaars and anifl-
estioa f>f f i f t t«x and nstat» duty ar# iaportant reforns to 
b* introduced in the property taxes X*vl«d by tha Qsioa 
Oevemiieot. CHft leade in anjr yaar should ba taxad bf applying 
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th« r«t« appropriate to thp s lab, in wh'eh, aft^r aftp<i«a-
tltjii» th<» flfta nadft In a jmrtlcaXar y#ar f»l la . '"b* 
pT»inolpl# of ai?p«»f?ation of f?ifts ahould ^» «'xt'»od#fl 
fnptfiw no as to achl«v« corpl^te int«*gpat5.oa with <»«tate 
duty, ?^7 tbis papTjos*^  th^ principal »aluf» of tfe«» 88tat® 
passii* 00 death sfetsdd be af^ '^ ?i»3;asi»d with tbe taxable 
s i f t s raada during litf^ tlao« 
6 - ?li# fnaltiplieitF of *»xrnptlon9, d«»6tioti3f58 and 
Incsntivp provisions oto* "?ay eon?* in tbf* way of tax oomp-
liaac^ OQ tho part of tas nayr^ rs OP i t "lay •^r^^^'.uf^ larpi?^  
Qumb*»p of loop-hol*»8 ifhioh l«»ad to tax evatlon and tax 
avoidane«« and thtis da-^ tg?^  thf* p«v**na# producSivity of tax 
sys t*!*i • 
*'xel«»lf)ii of RtPleultupal inco«!!^  from taxatela non-
agplcultural Inooasw ri*8tt:!tF to sbrlnklnf tax fest« of ineo»<» 
taxation. Though a partial inti»i;pation of axrleultural and 
aoa-afplcultural inco«# vaa introdue4»d throufb '="inano« Act 
1973 y«% i t is not an «ff**ctly« aaaaura. More «ff«»otiy« 
taxation of agrleultural i.neon<» by the 8tat«a a^ ay iner'^ aai* 
tha rav«aua ppoduetivity of tax syataa, 
Tlia oone^aaional tax trvatnuat giv«n to eooparatlya 
ao«i*ti«a l*ada to tmt avoidanea by aaaipaaiita* l«ri« naabar 
of faka eoop*ratlya aoolati«a ara foraNid in ord<>r to «*aeap« 
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thr bopdw of hl«^ h feair i»«fe"«, '"h^a- ft^soo^ratlv^ i9el«>t!#i, 
vhleb are not dlff*»r*»Dt fyor corpaol«» as r**i?ardit to lnv«»fft-
nf>n% na6 proft t , should fe«» ctmrff*- a tax •tiaal to corpora-
tion tax rat'-*?!, "^hm eonorsaioii&l tr«»at^«>'nta ^lm**n to 
charlf'blf^ wad roll-'loas trtast© n tc . Is g'^nnrally abua-^ 
and tbia rL^syltc in tax avoidasec. "or ;;lu?.»ln^ a l l thf*8« 
loopbol<*s, tarr l i?! tl5P» orifiieil corpus, thf»po shoula b#» a 
to ta l tan mi t rusts iov*»stlnf» any of th^ir fvadt in any 
basio'^gs Gono^roa laeludln?' a l ir l tf»i comn.nny# J^ oasp- of 
corjr.«^ ny taxation Inoitlv*" of tax boli<iay should br* provided 
only in 8'^lret<?a industrifle In sp<^ifir«2 Fefioats only. Uith 
rei?;ard« to dflductibl« ^%i)f*ns^s In cat** of coin^ny taxation 
th»*r*» i« lit*:l« Jt^tificatlofs for tb«* d^tiotion of a l l 
^'xp^'^t'if ubich, wholly» <^xclusiv*»lT and n«»e«i!«arily ar^ for 
th^ pufpoa** of bw«^n««», Tt i t t o t a l l y and*** th» dl«cr?»t^on 
of income tax officer to d#cld# whleh typ# of «»iirp<»i8"*t ar# 
nwe'vaiary. In ord«r to ehwek thlf t#ndmiey a cl'^ar cat and 
fei*^ntlflo daflnltlon of d«daetibl# *»xp«na«» If n*»c«atary« 
nflfVftnua produetivlty of property taxat li^nltd by tb» 
tkiian Oov«»raR!Ant nay ba iner«aa#d by rat ionaliaation of 
•x«^ptioB and dadueticMut* In eaaw of wo»alth tax r^ i^ronua 
produetlvlty may ba iner4Nia«KS hf vithdraving toiti* prifil'*g98 
ffraot#d to *»x-rul#rt in eono»etion of h#lrloo« j#w*»llary and 
tli#ir off icial r«tld«ne» wte* All tba honaa proo«rty ineluding 
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l«»t out isuiiipaB pr*»^ l8'»8 '•nj.oy *»x#ffiptlon from w*»«ith tax. 
This «*x«aptl9ri- nbauld ba irltbdrsvn* ^h^ #»x0la8loii of COPPO-
rfttlon t^ jf fro»B thf* oap¥i«w of wealth tax hat '^^ •^ n a source* 
of taar avoidance, A cpoital l*vy 8Uirf*»st«»d 4i tls*» for*»Folni| 
riapaRPipfe may p^ m^ovf* this laeona. TOP lncrf»»aia^ rf^itf^atip 
npodttetiv^ty of '^ ^ "t tax, a^  far ps r-'^ ««ibl?», tpansfrr of 
Tifts within th^ fa^ -^ll^ r ghoold not ff^t cone'»s**aonal tpr^at-
ft-nt. Ca^  r«tftofl of ta» avoldiaoc?? i s 60 show hook p»ntplc«8 
wfell** tfecrr^  iff no tfansaotiOQ lo cash. 'J'OP plufejli-^ this 
loop-ljolo In th'^ 8yst«»n @ s i f t r:a*3'» by a p«rrtm by in*»an8 of 
book *aotplos only Ehotild not b© r- eos!nla<»dl as ^•slid gtft 
unless i t Is aceonpanlefi hf physical tpan8f<»p of cash. 
In ea8<^  of eoisirodity tax^a eonoi^ssloaal tpeatment 
to BtnBll sealff industrie's l^ads to disiata^pation of Indus* 
tpi#a and this lN»et3i?!<»8 a »e99P of tax avoidaner*. A ty#oial 
f'omfflltt*^ should b» a|>point«HS by tha Ooin*pn'3<»nt to *»x?raln«< 
a l l thas* ftxamptions and^should ba vlthdpavn vfbmw*mmr tttasf 
apa i8isus*d» 
In eas# of Stat# tax^s #x«nptlon and eoneasslons 
fpanted in any Stata tax ap* not as danafint fron tha oolnt 
•f vlav of pav«oaa ppodoatlvity as thasa apa in easa of 
aipiaultupal taxas. SSMIII holdinta should not ba ax^ m^ptad 
fpoa land ravanua as snail fapasps fopn tha bnlk of fam 
eoaminity. In aaaa of salas taxas ax^nptioa should ba vitli* 
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drcmn i f It Is n^rant^ 5*!i OM« of atm^ agrictiXturftX Inputf 
Xlk«» f«»rtill«<ir», wac<9p-pt2iap8 and p#*#tlcl<S*i» efce. or »oo# 
Agrieultaral r^oduo&s 13 kr crfsHe and pttla s . " xemptl'iaB 
Rraat<»d in socn** Stafe-^ t to eom« rssrntlal gsais l ikt i^ fflrasf^ ai* 
n«»tcf3 fcost sa l t , handlaam el-jCb rtc» Ebould b*^  wlthflrawn, 
Orv-cT^g ap^t g«n«r' l l y , <®x*F?t«^  frs?R tlif» :>ap»if»w of sale's 
tax, nf»ffvic«9 r«»nd#*red to afflur^ot s^^otioas, i f thfue do not 
cp?*at*» adanlnigtpative npoblrr'S, should tm taxf»cl at suitabl*^ 
rat^9• 
?httSt for inop<*asin'» tb© pov'iiap produotivity of 
tbe prr^ f^ nt tas SFat^ sa diff«»rpat typf»» of ^tx-^intions auad 
cone?»9sio3a allovfjd in th** varloua taxas attoold !?.<» reviewed! 
and th(*if» should b^ withdrawn] wtienf»«r th«iae are not 
naoAffeiiry, 
6 - TtioUKh •xaminlis? al l tbe procwfiuy<»i in oolitetion 
of diff#r«ct tax«i i t b«yond th*« aco^p of praii<*nt work y*»t 
sftjor d«f«>eta of tax adainifltration vbieb result in tax 
arraarif tax «^vaiion and avoidane*^ should b«> foundout and 
«fforts should hm mad* to rnmot9 thaai* In eat« of property 
taxas tba aain problem arla#s du# to quaation of valuation 
et- property for tb# purpoa* of v»»alth tax aati»ss!»»»nts. High 
Courts in s<»v«ral oaaas (quotad by Cboksbl Toflmlttaa, Para 
14,P, Final PpportS »ndorsad tb* vl<iv s^bat d«t»r«lnation of 
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valuA of lif^vabl* pfop*»Pti«8 vith r«»fpr«»nc« to iDcomf* 
prt»vld«>9 a ffmrfi rr*llablf» ^!ild« io tts® sat tara of valuation. 
•*"Djf 8l?nt>lif3cation of a^Mnlstratlv** ppoc«^ t^ir**8 of 61r#»ot 
tait«>9 tb?» 8a?»gf»st5on of consolldatin? foop tax laws namely, 
licoiw tax, saptax, wealth tax as^ r!l ffe tax into oa** Act 
t**pr?<^ c' as r*a!5a^rrs*nt ilet» SPOTS to t-c? ^opth cjtnsidfipation. 
?b© HorMtt©© recO!!n!«a6pd tinSfopslty In tbe pp3e?d«pp» for 
flGtopraioini? tax baao, quaatua of taist P«^eovnry of tfe© tax 
and npoc^t2po8 i?olatlQ,T to ponaity ana pposGoutlons <:^ te» 
For ospsflitlOR tas adralnistratlon lo caso of tinlon 
eaicii** duties tfe«* pecoa-^endatlois of Jba Coa-alttr?* p^sapdlng 
pftvislon of ppoo€^up*^s» pfflstpuetlnr! of aaebln^py for ap9*»al8 
anfl p»vlsloQS f t c , &PC wopth «x3mlnln<^« Clascificatio^ «ofl 
valuatlonf W*T^ p o i n t s oat aa main caus^ts Ifa&lm to dls-
put«f and d«lay8, Thw* dlf-^lcaitiffs apl8«» du'^  to multloll-
d t y of pat«»s. If pat* 8tPuo*-up# la pi»vl8Ad as 8«f?*»ttf»d In 
th«» <%aplli»p ••ctlfMi of tbl t ehapt«p« tb«» ppot?l*S! may ^« 
aolvcK!. ^op 80l»ln«s th# pPobl#B of valuation following *x-
faetory prloc of foodt la th» •aalASt way. 
Indian tax ayatMit If patlonallSAd on tb«»8a lln«f, 
may bava blicb«r bttilt-ln-p«v«att« f lax lb l l i ty and may supira 
tb» otbap obj*otlv«8 of fiscal policy in aope #ff«ctlv« way* 
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APy'mU 6(4) t M»TK r^WT^E gr PC9?C. '^I^ QK jiBiyiLy^.^ 
1. wh*»r«% tbf* total ineome 
dnips not «xcft*»d ''3,8^000 
B i l l 
Pm wh«p<^  th« total Ineoffl© 
«»xe^ «»d« ^.'',000 but (5o*?s not <^ e«w»d Pi, 16,000 
16 p«r c ^ t of thft amount by 
% i^eh thQ tota l Ineoc* 9xom>6e 
b , R,000| 
3« irbare the total ineoma 
«»xce«d8 13« 16,000 bat does 
not <«e««d P3,P0,000 
%•1,050 pliw 10 per cpnt, of 
th« amoant by ^hlob tbn tota l 
inoomf? exo«?ed8 t3,16,(X)0{ 
4« wbere the tota l Inooae 
@xo60ds &3.S0,000 bat docs 
not exc^ '^ ed !b, 85,000 
!^«1,9S0 plus S6 pep c^^t, of 
the amount bjr ^ i o b thm to ta l 
inooiae exooeds n3,P0,000| 
6 . vbere the total income 
escseda l^«?£,000 but does 
not «xo9(%d 1^ , 30,000 
i:s.3,S^00 plus 30 per cent, of 
the aaoant bjr vhloh the total 
income «>xc«»ed8 ls»P6,000t 
6 . vh#i>(» th« tota l inoom«) 
«»xc«*«»d8 %• 30,000 but do*»8 
not «»xc^ »d lls.60,000 
lis.4,700 plU8 40 p(»r e<»nt, of 
tb# amount by which thi^  to ta l 
income •xo«»«d8 %«30,000{ 
7. vh^r* th# total ine99« 
«xo«*d8 ls*60,000 bat dotts 
not •xo#»d %,70,000 
b , 19,700 plu8 60 p«>r c^nt, of 
th# anoont hf which thip> tota l 
ineon^ #xe««d8 %,60,000; 
8. wli#p« th# to ta l incoaa 
•xe«<id8 %, 70,000 but do«t8 
net axe^ffd %•1,00,000 
%,p?>,700 pla8 85 p«p cant,of 
tha amount by which tha total 
income axeaada %,70,000t 
9. whara tha to ta l ineoma 
axeaads %•1,00,000 
Iis«39,?00 plus 60 par cant, of 
tha amount by which tha total 
incoma axoaad8 %•1,00,000 
• • • • 1 1 
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(i) no lfieoQ«v>t«x shall hf* pajrabl® on a total Inoonw 
not «3cof^ <^ lng &• 10,000 f 
(11) \^ere thtv total inco!!:e ezcr^ede i^.lO^OOO bat AW^B 
not exceed !!5« 3^,000 the ioeofw-tax payable tfe<*r«»oa shall not 
esoeed tfairty per eent of the amount by vfalcb tbe total Income 
exceeds Bs, lOyCKK)* 
@uroiiaFge on incoc3®*tax 
The a!!K>uat of inoomd-tax coaput«d in aooordanoe with th*» 
preceding provisions shall be Increased by a surcharge for 
porposfS of the ttoion calculated at the rate of twenty per-
oKRt of such income-tax. 
Soureea Finance A«t 1979, Tbe First Sehedale, Part III. 
Sub-paragraph !• 
• • • 
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*.\'^ 1l&IX • e (B) > HilTT^  STOBr.Tll|tt. OF aCOW. TA» IS CA8B. i^ 
i^QiM'jIi^atfJSlTOlii 
Ito thP cavn of mptr Hiii4it andivldAd family vbteb at any 
timm durlnj? Che pir«»viou» y««ar haa at l«»aat on** ro«*«ls*r vlioaf tota l 
ineoffic* of the pp«nrlou8 y#ap wl'want to thw a8g?»a8mf»nt y«»ap 
coisTr«rnein(? on tha l e t day of April , 1980 «»xe«»<58 %• 10,0(X)» 
latfi of income-tax 
1, i}h«>PA th«» to ta l income 
4«fl8 not exceed .^SyOOO 
Hilf 
i , where the tcsial incoow 
exceeds %,8,(^X) bat does 
not exceed l!s» 16^000 
18 per opntf of the aisoont tjy 
vhleh the to ta l incocse exceeds 
Rs« 8«000| 
3* %rtiere the tota l Inoooie 
exceeds Si.lSyOOO but does 
not exceed %•?0»000 
%«1,?60 plus ^5 per cent, of 
the aiMiKit by ylhieto the to ta l 
inoone exceeds !ts«16y0^f 
4* vhere the total income 
exceeds li.?0,000 but does 
not exc«>ed «i.P6,000 
lis.P,610 plus ^0 per cent, of 
the amount by which the to ta l 
income exceeds li*PO,000{ 
5« where the total income 
exceeds ls.(>ft,000 but does 
not exceed Vi« 90,000 
li«4y01D plus 40 per cent, of 
the amount by which the tot^l 
income exceeds li«?6,000| 
• • where the to ta l income 
exceeds li.30,000 but does 
not exceed Ib,60t000 
%•6^010 plus 80 per cent, of 
the amount by whieh tba to ta l 
Income exceeds li*90,000| 
7 . where the to ta l income 
exceeds %.60,000 but does 
not exceed li, 70,000 
| |JI ,0I0 plus 65 per cent, of 
the amount by which the tota l 
income excedds li»S0yOO0| 
8* wliere the to ta l income 
exceeds k.70t000 
ft*87t010 plus €0 per eent,of 
the amomat by i*l tb tba to ta l 
income exceeia li»70«000| 
3 5 4 
(1) Qo lneom(>«tttx shal l b« payable or to ta l Incoma not 
eseeedifig ^, IO9OOO1 
<ii) ifb<*ro the to t a l income exc^ r^ f^ da %• lOyCKK) bat does 
not «»xcsed fe, 10,CK)0 th^ IncOTt-tax payabl<=> thrrpon ehall not 
0jroft«d th i r ty pf>r cpnt of th© amount by which th« to t a l income 
<»xcf**=»ds IH, 10|000* 
8arcbapp{« on lncoa«*tax 
ThPt amount of incomet8» oorapat*»d in accordancn with tb« 
pr<*cedlng prof isiona of this Sub-Paragraph shal l b« incroai<?»d 
by a eurehargft for purposes of tha tTnion calculated a t th<^  rat^ 
of tw<Mity par c^nt of such incoiB»-tax, 
Sonraaa Fiaanaa Aot 1979. r i r a t Sehadttl^ para I I I , 
Bttb- pragrapli IX. 
355 
AP:^Mi^JX 6 in) I HATL SrmcTmn OF IHCQKL -^ AX IH ChBh 
9f QQm-'^i ' " -^^ams:<sm^m 
Hat«» of ineome»tax 
1* vti#rf> thf^ total inoooe Sses 
exceed «^ 10,000. 
16 per eentf of the total 
Inoooai 
R« vhere th® total looome 
exc«»**d8 T^ , 10,000 but doe» not 
oxc«^ ed !b»PO,000, 
&•1,600 plus S6 per eent, 
of the aiQount bjr ^ l eb the 
total Incooe exeeeds '^•10,000| 
9, %ihep© the total ©xcoods 
!&• P0,000» 
^*4,000 plus 40 per cf^nt^ of 
the aiaount by Vhieh the total 
Income exc*?ede %,P0,000, 
Sarohari(e on ineonte tax 
The anottnt of lnco»e«tax eoaputed In aeeordanee with 
the preeedlng provleiont of thlt Paragraph shall be Inorossed 
by a floreharse for purpotea of the Oalon ealonlat^d at the rate 
of twenty per oont, of lueh IneoBe-tax. 
SSiCitt The aaae aa in Appendix 6(B)« 
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APi'^wix e0) f nm. OF mcom fxx. m cASh or nuiisfmu* 
!• ^nrn tto«» total lncoBi« 
&Q^B not exc($ffd &$• 3.0,000 
P. where the total inctme 
excesfii l4.10|000 but toes 
not fue^^ ?l^ ,P6,(K)0 
3. ^er« th« total Ineoae 
exopeds P>!.P5»000 but 
fiow not «rcp«»d Ps.60,0CX) 
4* i*pr« thi» tot^l inoofl» 
esoe^Aa ^.50,000 but 
does not exo#f^ MfOO^ CK^  
6, nheyft th« total ineocia 
ftxeppds ^«1»00,0CK). 
HU| 
6 p^r c^nt. of the amount by 
wbiob the total Income exceeds 
1^ , lOfOOOf 
^•P»600 plus 15 per c^nt. of 
the aaouat by vhich the total 
Inooise exoreeda !^«t8|000| 
•^PtGOO plua 16 per cent, of 
the amount by which the total 
Income e3ic<«»ed® fe, SO^ OOOf 
H&.lOfOOO plus P4 pep cent, of 
the amount by vhlch the total 
incotae excP'eda ti.lyOO,000. 
8urcharp;e on inooete-tax 
The anount of ineoae-t^^x oooputed in accordance with 
th€» preceding provislona ahall be inor«>aied by a surcharite for 
purpoaea of the Utalon calculated at the rate of tiienty per cent. 
of tueh Inooneotax. 
iUUUIft* '^ be Sane aa la Appendix 6(B), 
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APrrmAx 6 (F) « TAIT. s-^nc t^ym OF ccppo^Ariofi ?AX. 
I . In thf" ea»«> of a do!r*»9tic eonpaoy,-
(1) iri)Ari» thft company i s a 
company in vhioh the public 
are substantially int(»Fe8tAd,« 
<i) in a ca8f» i^hrirfl th^ 
to t^ l Inco''?* dnf^B not exceed 
!!3,1,00,000 
( l i ) in a ease vhere tbc 
to ta l inoomft exceeds 
^•lfOO,(K)0 
46 p<»r cent , of tb« t o t a l 
incosret 
56 pep cent* of tb© total 
incooei 
(2) %*«*p© tfc© ooopan^ is not 
a ooispany In vhiob the public 
substantially iBtep<»8t®d* 
(i) in the case of total 
income does aot exceed 
Ps,P,00,000 
(a) where the total 
income does not exceed 
&,P,00,000 
(b) where the total 
i noose exe^ reeds 
l»s.?>,00,0CX5 
6b ncT cput, of tt^ e total 
incomeI 
60 per cent* of the t*tal 
ineoBte; 
(ii) in any other ease 66 per cent, of the total 
ineonei 
Sureharfe on ineoae tax 
The anount of lneoae«tax eoaputed in accordance with the 
preceding provisions of this Paragraph shall be increased by a 
surcharge ealculated at the rate of 7# per cent, of such ineoae 
tax. 
t rinance Aet 1979.Part III, i*«ragraph ^ . 
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k?PTmn 7(k) I nkfh i^ fHTOpL gp yi^hn T ^ 
do»t 
x^cftftd t«» P,60,000 
i p«r e«*nt. of fclji* Bi*it v<i«ltbt 
#xc«»#ds "^ .^ jSOjOOO bat 
fioes not €we<?<»a ||*6y(:K)t000 
i .^lfPBO plus 1 p«r c<mt« of 
th« asount by wblcb th«* n«t 
vaaltb exe«»<=»6i ^•P,50,0CK>| 
(e) ^ e r e tb« Q«t v«aXtb 
@xo«»<idi li,6«00|0Q0 but 
doAs Qot ^xe#«o 
ft. 10,00,OCK) 
fss.3,760 pltis 3 p«7 ctnti. of 
tbe anoimt bjr ifhiob tb« fi«t 
vpsltb ©xcresdf !^ *6,CK},000t 
Cd) id}@r@ the net vealtb 
exeFfi«df ^.10,00,000 but 
do®8 n o t §K6©@4l 
&*li,00t000 
l3.13|780 i>XttS 3 p®v G^t.of 
tbe aoiouat bjr % i^ob the ant 
%r@aXtb @xoe@d8 t^lOtOOvOOOi 
(®) wb®r« this n«t vealtb 
exe«Mid9 !h* 16,00,000 
%«?8,760 plas 6 pi^ r^ G«>nt.of 
tb« anoont by ^ i e b tb® net 
imaltb #3ce««da %.15,00,000t 
MM% mii^iniH tmtlr 
(m) vb»r# tb» nat voaltb do#i 
not •i«««4 li.f ,60,000 
H p«p e«fit« of tb* a«t v»altbt 
(b) ifbare tba nat voaltb 
aieaait li«l^,60|000 but 
4oaa not avoaad li«6,00,000 
(e) vbara tba sat vaaltb ai^ 
aaaia livfi.00,000 but A9— 
not asaaad b«10,00,000 
li«S,760 plna f par aant of tba 
aaattnt ^ ubiab tba nat vaaltb 
axeaaAa 1i«f ,60,000| 
li»8,780 plat 9 pmr aaatt of 
tba aaoiiit hf vblab tba nat 
waaltb aiaaaAa li»ftfOO,000| 
35t> 
(d) vh#pe tli« tt9% vvaltli St.SSfTSO plat 6 p«r eont* of 
tb« aioimt by vhleh th« ii«t 
VMiIth •xe»«df Bs.lOyOOyOOOt 
P£t>vldea tfoat fop tbe parpoaes of tbis i t e i i f 
(1) no imalth-tax sball be payable tih?*ra the net 
vf^oltb dof^ s Bot; «ixee«^ l!s« IfOOyCXSOt 
( i i ) tb« w«»altb»tax payable sbally in no caa^f exeenA 
6 per eent, of tb© ajEotmt by vhiob tb© n«t wealth ejtceada 
%. 1,00,000«. 
§ai2£ssf Finance ^*et 1979, Part II , S€ic» I . 
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1. r-r.K 7 (B) i ^.xr. nT\rr,Tm^. CF- OFT 'T^ AX 
(1) Wfe^ ri feh*» v«tla« of a l l taxable 
<»lf ts uo«»a not '^TC'^A ^,^0,000 
6 9»r c«»nt of tft# valu^ of 
such flftfl i 
(p) %An»vpi thfl» valur» of a l l taxable^ 
«?lf ea f»se^ €»da l?i,f»O»000 but 
do*»9 not ?>xcr»'^  Rj, fiO,OCO 
^•ItOOO plus 10 p^r c<^ nt of 
tb*» amount: by wblcb the valu*» 
of Ruch « i f t s v^ jro?-?^ ! ?:;,?'0,0305 
(3) wbep© tb"i valu© of a l l taxable 
g i f t s oxof^ ftda D.aLyfiO.CKK) but 
does Qot exceed f^^ttOOtO^. 
R«E.4,000 plus IB [;f»r Cfnt of 
th«» amount by ^ i c b tbe valua 
of ®uob g i f t s oxcef'ds E3«60,0C0| 
(4) ^opo tbF* VQIUO of a l l taxable 
Rifts f5xer»«fi» fe.l,00,<X)0 but 
does not oxcptcfl rs.P,00,000, 
*^ s, 11,600 !?lU8 rO ppi? crat ,of 
th« araouot by 's^icb tbe value 
of such nifts exceeds 
f^.l,00,000| 
(6) vh<»p?* tha »alu«» of a l l taxable 
<Tift8 <«nfc«**»<3i "^.P,00,000 but 
#n(»s not #xc***»d P*«6,00,000. 
P^.31,600 plofi P& liPT e**at, 
of thp aaount by ¥blcb th^ 
valuo of auoh «»lfts «»xe<»»*»<3p 
'^ «!,f ,fXJ,000| 
(6) \Att»Te tb« valu*» of a l l taxabl* 
t l f t s c»xc«»#d« ^,6,00,000 but 
6o9» not #]te«*<id l!s.iO,00,000, 
'^•1,<!^,500 plus ^ p«»p o^nt, 
of thm amount by wbieh th» 
9altt9 of such ? l f t s mtopm&8 
%• 6y00,000f 
(7) wliftr* tba value of a l l taxabl« 
?ift8 •xe*«da %• 10,00,CH)0 but 
do«a not «xe#ad ^» 16,00,000 
(8) «m«r« the valua of a l l taxable 
i l f t a axeeeds ^. 15,00,000 but 
do«a not axeead «i.?0,00,000 
(9) vli»r» tba value of t i l taxable 
f i f t t exeeeda ti.J'OtOOtOOO 
SjSUiCfit* Qeveranaat of In^i*, Niniatry of x«v, 
aa Bodlfied uoto l^e««abar 19?8. 
^•f^,66,500 plux 40 per cent . 
Of the aa»ttnt by whelh the 
value of auoh vifta exetedt 
Ik. 10 ,00 ,0001 
ss.6,66,600 plua 60 per cent , 
of the aaount by vbieh the 
value of auob ffifts axe«>eda 
1^.16,00,000$ 
%.7,06,600 plua 75 per cent,of 
the aaoont by whieh the value 
of auoh gltt9 exaeeda 
,».*L» 
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First GO ^ oaaoiids 
Hext 60 Thouaends 
Httit X laldis 
^ext 1 laJch 60 thousenSs 
lf«xt 1 lelsih 60 thoasmds 
TItxt 6 XeKhe 
9«3ct 6 lalsbs 
H«3ct 6 lakha 
Ch Balsiee 
Wtt* CrMT ISm%) 
nix 
4 
10 
15 
86 
30 
40 
60 
86 
• • • 
GEUC7KD BZELIOQEitPfiK 
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A - ff 0 g 1^  t 
Asia iifelt8hln«5 Ht>a8«, l*w4, 
:^ . An^  1» Q« Yolngoo, 
"M8,1?l,y^ ,„aL !^Rrl,Ctfl„lia?:g ,.,|P,.„ Tl^llt Bombay* Fara 
ana ^o. , 1976. 
6. Bfearsava, ^.N., 
I,!l<'lfta.,„':SiUIC,r,nflg!r?t ^*^ D?lni» Opl'it o^n^ -^nan's l t d . , 1?»70. 
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Baltl09r<»i Th» John Ropklni ?r«««, 1»64 and 1967. 
8. Boeibvallt Hanan, 
^Miaktlii Prakaahan, 1970. 
9. Chawla, 0. . , 
gffHg1>al T i l i U M la lr\n% mi-JQ* Bombay t 
Somalya ^'^ublleation* Private itA,^ 197P. 
10. CbwlUab, K.J.» 
<i«ori«> All*ii and ttawliiy S#eona «dltl9n« 1069. 
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11 . Catt J«r#»f, 
IP. I^ats >r<2hlka, 
a^??CCT...Q£,„^1 i?,iP f?^lm.PlPO?„l?fZ» Allfliha^ada 
1J5, i o t b , ^"harlci^ 
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I S . Lu©, J . r . , 
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16 , ^12ff J.^'.» 
1957. 
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><Hitic# R a i l , 1967. 
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Tora and Co . , l § 7 0 . 
19. Sliosh, S . , 
Calcutta t OFi<wnt l4>ngrEMnt l t d . , 1987. 
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PI, Oalati, I«8» and Qolati, K.f ,^, 
^riyil«g#»t BiMBbavt kaim Ittbllghiag Hatt«i».1^6P. 
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Q o^ri;^  Allan and tiriwin, 1958, 
?6, Rarrodf r.,F., 
T;ffiaOgll«?,^ f?iYy» Tt>id«»nt '*4io *llla!i, 19SS. 
P7. Rarrodf .^'''.t 
1848, 
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Oxford 11iiv#raitr ^VB9f 1938, 
0 0 
31, Rlcfes, ^T.K,, 
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1<?67. 
35. Xndian rropobants* Cfear'.bori rcosioolc Eesoapcb mi§ Training 
Fou!idati3n« 
196X. 
36. ^oshl, •^.:t., 
Ineon# in India. Botsbayj A»l« . ublisbint Hoa»#», 
37. Kaldor, S . , 
te^IPftinaitaff TiXt L©ndont a^oyf* All»n and miwln, 
!W. K«»yn»f, J . l ^ , , 
Tbff Qanaral Vfttprr Qf^plMriw>nt. Int«ya«t and ytonmv. 
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40. Lakdawala, -'«T.« 
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4 1 , tmyfiw^ M,l^.,, 
-tt?r9nr of ^OTOI IS ^nyylli* 'n^mi QP^TKP nim 
and ^ v l a , 15*fiB» 
Orl^at I^Higaaaa £.tG,» 1070. 
r t s e a l :'QliQg> licw forks H i^opy Hal t cmtl Co, , 19SE, 
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1960. 
46. ?tisfr«v#», F.,A.» 
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Iffii^faif in "IgMttfBi ftf„IftHllOllf londons 
49. H,C.A.'^.«l., 
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3 6 ? 
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61, !?th«>ap, Ciipl, B.» 
*^ ftir ana rralup Add^d. IoT(3oas Columbia !Mv«»r«lty» 
.!ie ! i l lan, 196X, 
K^lyanl .'ubll8^ *»rs» 1978. 
66. Toaaon, B.C., 
Allahafead Chaltanya . ubllshln^ K-sus •, 196P. 
66. •^plpathl, "-..*.'•, 
•^ fi** W'srld rp*»»B, 1960. 
67. "^rlpathl, '^.fl., 
Calotittat Thfi v^Id P'ruft, 1968. 
6«. THfMithl, R.N., 
naleuttai TtiA Worla fraws, 1964. 
60. Uiald, R.. • and Froonklr, J.N. (ad . ) , 
Airtaaitttgij '^mUga my f^igaaBilfl S>tfftai9&OT|l> 
CaBbrldg#s Harvard tkiivarsity !«« SehooiV 1964. 
70. WarId, H,P.» 
'^uallfltt 9f 4iiriflttAurU knfl, in gnagr<littTti9gta 
t^^fliilaay Caatarlaffat Harvard m i vara Ity lav 
Selioolf 1909. 
3S9 
71. YolnfCOf Aug#»l, Q,, 
K«w York J ^rd«»plck, A, .Va^it^r, 196* .^ 
?aiu© Ma*»d fax, w,aat?rirt ,jt:i#,: mtinasi^,fL.(f^.TOgi 
(19761, Bonifeay, 
r . ^Tyap, r . V . ? . , 
Oal^s Tex BtPUctuPG in thP Ctatns, ^^ot^ftrie f ir . '9 . 
Haw t o l h i , Apr-il 16-18 anS f l , 1976, 
3 . Bagohi toresfo, 
4gplcultural Holdings "^BX — A :*o^in#*a Bcbpra**, 
4 . Bank af India Ball#»fciii, S*»ptw!!b«»r 1076, Or^wtb and 
Struet«r» of ''itcl»»t In India. 
5 . Bhargavftt '.K. anA Sriv«itava« Q.S.f 
•^•» Bard*^ n on Agrleultur*, B!lll?Un f^r, lOS^fOatflffnil 
6. BiM»tti#rton, t?.^. , 
S*»n»ltlvity of B^lttt^ Tax Syst«B5, 
I^ fifiOfilfilClfifct 1997. 
7. Chfilliah, ^ . J . , 
Tr<»fida In Taxation in i<»vffloplng rou^tPi««, 
Ii?^tr. Bttafg fipyftt July i»7i . 
o 7 0 
8, Chitai*», «^ •» 
I»ot# of dissent to th9> V^nehao ratmittm. 
Final K*»t}"5rl;, l > e . 1971. 
9. Dui*, J»r«, 
!*'%Qttir«»r«»ot« of a '^ ax Structuri* In a Upw^l'mtng 
"^^onony, -«^^dlng« -in ^sitatlora In K«»»«>la3iM 
Cyan tpl « s , *"41tiaa by Flefcard Bird and ni5 
10. Dutta B, , :*»!rflEi!J3l ^at« ^f '^ajcstlon, (^^ nn^ s^te and 
.^|Xit;1cal v'"^klv. ^o^tayt ^ o l . K , Ko. 10» ^'a-ch 0 , 
'^ o«aroifi a Hpall-'JtJic ^as :*ollcy *or India, 
ln6% an .'. c?!^f?rie Smmml. Eocbays ^anctsry 1959. 
IP. Oaha, n.K., 
Piti^arity Tax In 'lx'»d ^'congry, Indian/ cont>nic 
J^aiaifii., Bosbay, f o l . r 6 , ko* 1 , July-^i* yt . 1S76. 
Id. Qulatt;!, I . B . , and Ba^nehl A}!!r^ sh« 
A /royoaal for 'fiflifanslai Corporaelon Taxt 
^^anaBUfi^ Mj^  ;;:aAlUfiil, ^ f^fiiHiyt Bombay, Annual 
Koatbpp 19'«5. 
14, H«»Il»r, vr.w,, 
Tifloal 5>ollci#t for i:And«»rd#«<floo«»d ^eoii9»l<*«, 
jirlcBltgiat Iaial|QB,iBj tgMOi^ a frfnlawtnlt 
a l t t ^ Iqr R.fi. Uftld (1064T. 
IB. Johnattm, B.F. , 
A«Fieiiltaral Ppoduetlvlty and reoaonle P«w«»lop»»nt 
in Japan, Jaawial af allfc! gal ^f^anaay. T-mtimhmr I M l . 
16. Kaldor H., 
Rola of Taxatltm in *^«onosie l^ air'ftloimwnt, 
l ^ i i r i la SiflBBBlU rallflr* ^ol. U ^^dont Dnekvopth, 
371 
X7, Kaldor, N,, 
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C * Qiw«»aMftt PttblieaticB 
1* Ctntral atatlttleal Qrganisatloit WAUonal meomtt 
^^•tiatica 1970-71 - 1«?5 - 7 0 n » n i r r l W 8 . 
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